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THURSDAY, MARCH 25, 1954 


UNITED STATES SENATE, 
SUBCOMMITTER To INVESTIGATE THE 
ADMINISTRATION OF THE INTERNAL SECURITY ACT 
AND OrHeErR INTERNAL Securtry Laws, 
OF THE COMMITTER ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 324, 
Senate Office Building, Senator William E. Jenner (chairman) 
presiding. 

Present: Senators Jenner, Watkins, Welker, and Butler. 

Also present: Charles P. Grimes, chief counsel; J. G. Sourwine, 
associate counsel; Benjamin Mandel, director of research; Dr. Edna 
R. Fluegel and Robert C. McManus, professional staff members. 

The CuarrMan. The committee will come to order. 

Let the record show this is a continuation of a hearing with Am 
bassador Braden that was started December 22, 1953, in New York, and 
I will ask Mr. Grimes to connect the two and to clarify the record. 

Mr. Grimes. Thank you. I think that would make a more orderly 
record. 

There will be some repetition, but simply by way of amplification. 

The CuarrMan. Mr. Witness, do you swear the testimony you will 
give will be the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Brapen. So help me God, I do. 


1 ee 


TESTIMONY OF SPRUILLE BRADEN, NEW YORK, N. Y. 


The CHarrman. State your full name. 

Mr. Brapven. Spruille Braden, and I live in New York, 320 East 
72d Street. 

The CuairMANn. What is your business or profession ¢ 

Mr. Brapven. Presently as a consultant to various firms mostly on 
foreign investments and particularly in Latin America. 

The CuarrmMan. When were you with the Government of the United 
States? 

Mr. Braven. I was with the Government of the United States more 
or less continuously—there were in the first couple of years a few 
intermissions—from the end of 1933 until June 28, 1947. 

The CuarrMan. In what capacities did you serve / 

Mr. Brapven. I began first as a delegate in charge of all the economic 
and financial discussions at the Seve sth International Conference of 
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(American States held in Montevideo, Uruguay. Cordell Hull, as 
Secretary of State. was the chairman of our delegation, and was the 

e who placed me in charge of all that work at that time. 

I then returned to the United States wv here I had what resulted 

erely an honorary position on an advisory committee on Latin- 
\merica to the State Department because we never actually had a 
meeting of the committee. 

I consulted Secretary Hull and others on various things individu- 
ally during that period. 

I returned to Latin America in early 1935 as the head of our dele 
vation at the Pan-American Commercial Conference which was con 
idered to be particularly important because the Argentine Foreign 
Minister was anxious to have a followup conference on the famous 
London Economic Confere hee which had caused such a tremendous 
tirinthe« arly summer of 1933. 

There were many diflicult problems coming up and they felt they 
had to have somebody down there who knew Latin America thor- 
ough ly and knew how to get alone with them. 

I returned from that conference at which point I was asked whether 
I would go to Peru as Ambassador. I replied I would, but before 
that occurred we were in the midst, beginning on June 12, 1935, of 
the Chaco Peace Conference to settle the war between Bolivia and 
Paraguay. 

A 90-day truce was declared, during which time they were sup 
posed to get the final peace treaty and also to get all of the prisoners 
exchanged. 

The 90 days had run out and nothing had been done. It was a very 
serious situation which might involve the two countries going back 
to war, and if they had, probably the adjoining nations would have 
become involved and we would have had a major conflict in this hemi 

phere with Argentina, Brazil, and Chile involved, along with Bolivia 
and Paraguay. 

My authority for that is such people as President Ortiz, of Argen- 
tina. Pi ‘eside nt Roos seve lt was SO concerned about developments in 
Europe and the menace of a coming world war that he wished to iso 
late this hemisphere from such a conflict and he, therefore, wished to 
have what was known later as the Maintenance of the Peace Confer 
ence of the 21 American Republics. 

Needless to say it would be impossible to have such a conference so 
long as the conflict between ao and Paraguay was going on, or 

» long as they had not reached a point where at least we had the 
security of their not returning to war. 

Ambassador Gibson, who was our American Ambassador in Chaco 
Peace Conference, was also Ambassador in Brazil. He had to return 
to his post and Cordell Hull called me in and said, “Here is a terribly 
urgent job. Will you please take this on? Go down as chairman of 
our delegation,” which was somewhat of an anomaly because there 
was only one delegate, myself; although I had some assistants. 

I agreed to do it. I was engaged for a little over 3 years in regard 
to that war and getting the final peace treaty between Bolivia and 
Paraguay. 

It is the one time in my life I have ever walked the floor at night 
because if we didn’t get that peace treaty, I think they would have 
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gone back to fighting and with what we saw coming in Europe we 
would have a major conflict in this hemisphere. That was how seri- 
ous it was, 

| might interpolate there, if you will forgive me, to say one of the 
influences which enabled me to do that job was that w hen I was 7 
years old I first went to Mexico with my father who was a mining 
engineer. At that time he was the general manager of Velardenna 
Mining and Smelting Co. 

I subsequently went to Chile for 214 years with my father. There 
I went to school when I was 10 years ol I. 

I returned to the United States to go through school and college, 
graduated from Yale Sheffield Scientific School in mining engineering, 

When I was 20 years old, after graduating, and after a trip to Eu- 
rope, I went to South America to work with my father. I was en- 
gaged in mining work of various kinds there. 

I might say, before going to work in South America, I had gone out 
tothe West and worked as a mining engineer and a mucker and timber- 
man, so I knew the game from the ground up. 

I worked as an engineer and chemist in Chile. I then became the 
representative, after sever al years there, of the Anaconda interests and 
my father’s interests in Santiago, Chile. 

‘My work in Chile involved the deve lopment of such important prop- 
erties as the Andes Copper Mining Co., which belongs to the Anaconda 
Co., the Santiago Mining Co., the Cerro Verde property in Peru. 

I was never connected with the Braden Copper Co., which now is 
part of Kennecott and which was founded by my father. 

In 1919, the middle of that year, I had gotten as high up as I could 
down there and I realized that promotion from there on might be very 
slow, so I resigned from that position with my father and the Ana- 
conda and organized a Chilean company and came to the United 
States and obtained the representation of the Westinghouse Electric 
Co. 

Under my supervision this Chilean company, my associates and I, 
got the contract for electrifying the Chilean state railways between 
Valparaiso and Santiago. 

At that time it was the largest electrification in the world. 

Mr. Grimes. What was your role in that? 

Mr. Brapen. My role was a principal in that, supervising, employ- 
ing the engineers we needed for it, supervising all of the contracts, ob- 
taining the financing for both the Chilean Government and for the 
Chilean state railway, which I did. 

Mr. Gries. To summarize your career, you have had, then, a very 
extensive experience as a mining engineer, as a businessman, as a finan- 
cier, as a diplomat, and later you became Assistant Secretary of State. 
Is that correct ? 

Mr. Brapen. Yes. 

Going back, if I may, to the diplomatic career-—— 

Mr. Grimes. We will go back to that at the appropriate time. 

The Cuatrman. Let the record show that Senator Welker is now in 
attendance at this hearing. 

Mr. Grimes. I wish you would state briefly your career as Ambassa- 
dor to Colombia in 1939-42 and the conditions that you found there as 
regards German aviation which might become military, but was osten- 
sibly civilian at that time. 
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First, you were our Ambassador to Colombia from 1939 to April of 
1942: is that correct? 

Mr. Brapen. Yes. I arrived in Colombia in January of 1939 as the 
first Ambassador. Before that it had been a legation. 

Before going to Colombia I was sufficiently familiar with the situa- 
tion there, and I was sufliciently concerned by reason of my experience 
in the Ch: a war—and what was happening in Europe—concerned 
about the Nazi-controlled airlines known as the Scadta Airlines oper- 
ating in Colombia, the head of which was a German, or, really, an 
Austrian, by the name of Peter Paul von Bauer. 

Mr. Grimes. How far were those airplanes flying to the Panama 
Canal, or rather, how far were their flights from the Panama Canal? 

Mr. Brapen. They got to the Gulf of Aruba which is 200 miles 
from the Panama Canal. 

Mr. Grimes. What kinds of planes were they using? 

Mr. Brapen. At that time they were using Boeing twin-motor 
planes. 

Mr. Grimes. Was there anything unusual about them as regards 
their civilian status or military ? 

Mr. Brapen. They all had military aviators as pilots and copilots. 
They had 134 Nazis employed in Scadta Airlines. They had in- 
gratiated themselves and played an important role in developing 
aviation in Colombia. 

Mr. Grimes. What was the nature of the planes? They were 
ostensibly civilian planes? 

Mr. Brapen. Subsequently, after the taking over of the lines from 
them, my naval air attaché informed me that he had inspected the 
planes and he had found borings for both bomb racks and machine 
guns on those planes. 

Mr. Grimes. Were you able to stop the operation of those planes 
under German operation ? 

Mr. Brapen. Yes. 

Mr. Grimes. How? 

Mr. Brapen. If I may go back just a second, I was so concerned 
that when I arrived in vil mae, a from the Chaco Peace Con- 
ference to take over as Ambassador to Colombia, I endeavored to 
find out fully about the owne rship of this company. 

I was able to get practically nothing in W ashington. I finally 
did from Pan-American Airways. I got the information in New 
York. I then went to Colombia. 

Mr. Grimes. What was the information? That they were Ger- 
man owned ¢ 

Mr. Brapen. That Pan-American Airways had control in actual- 

y, but the Germans had the entire operation in their hands. 

Mr. Grimes. And could control the operations? 

Mr. Brapen. Completely. I was so concerned about it that I 
went to Panama on my way into Colombia in order that I could talk 
with the military command there—General Stone. I found that he 
was grievously concerned about it. 

Subsequently, Colonel Dever, since General Dever, a 4-star gen- 
eral, spent 1 entire day showing me around the bases in Panama 
that we had and the antiaircraft installations, and explained to me 
that while these Boeings were relatively small planes we had listen- 
ing devices that only carried about 15 miles and 1 group of planes 
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could come in at a high level from one side and another group at a 
low level from another side and we could not possibly defend the 
Canal against both groups of those planes. 

Senator Weiker. At that time, Mr. Ambassador, they were not 
considered so small, were they? They were a twin-engine craft. 
They were considered a fair sized plane? 

Mr. Brapen. The DC-3’s were just coming in, the bigger planes. 

Senator Werxer. I think it is the Boeing 239 that was used on our 
domestic airways at about that time. Apparently it was considered 
a rather large aircraft at that time? 

Mr. Brapen. Yes, at that time. 

I was so concerned about it that I decided we simply had to get 
the Scadta Nazi military pilots and copilots out of Colombia. 

Mr. Grimes. What did Genera! Dever say about his concern, then 
Colonel Dever ? 

Mr. Brapen. He was very much worried about it. He told me he 
considered it a very serious situation. 

Mr. Grimes. In other words, it would be very easy for them to make 
a surprise attack, or any type of attack, and blow up the Panama 
Canal locks? 

Mr. Brapen. Absolutely. 

So we were in desperate straits if any trouble came. 

Mr. Grimes. Our military was worried about that ? 

Mr. Brapen. Absolutely. 

Mr. Grimes. Did you get them out of there in some manner? 

Mr. Brapen. I was able, with the perfectly splendid assistance of 
President Santos, of Colombia, and the Minister of War, Mr. Mar- 
tinez, and others, on June 10, 1940, one year and a half before Pearl 
Harbor, to get Secadta completely out of Colombia and all of these 
pilots replaced by American and Colombian pilots and copilots. 

Mr. Grimes. So that the threat to the safety of the United States 
was eliminated as of that time? 

Mr. Brapen. As of that date. 

I may say for 6 months after that we had continuous sabotage, the 
actual placing of bombs in a passenger plane at one time. 

Mr. Grimes. Jumping down to October 1945, you became Assistant 
Secretary of State; is that correct ? 

Mr. Brapen. Correct. 

Mr. Grimes. You were appointed by the President of the United 
States. 

Mr. Brapen. Yes, and confirmed by the Senate. 

Mr. Grimes. That was Mr. Truman? 

Mr. Brapen. Yes. 

Mr. Grimes. Did the United States at that time have bases in 
Panama ¢ 

Mr. Brapen. Yes. 

Mr. Gries. What were they? 

Mr. Brapven. We had 134 bases in the Republic of Panama because 
self-evidently the canal could not be defended merely from the nar- 
row strip of the Canal Zone. 

These 134 bases varied all the way from some simple observation 
outposts and antiaircraft posts to the huge Rio Hato Airbase, which 
at that time was the largest airbase in the world, I was told. 
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We also had a whole island where we were carrying on various 
experiments, Which was one of our bases. We had acquired those 
bases as I subsequently learned—I didn’t know it at that time when 
I took over as Assistant Secretary and there was no need of my digging 
into the situation. 

Mr. Grimes. Did you learn this in the course of your official duties 
as Assistant Secretary of State ? 

Mr. Brapen. Absolutely, from official documents and memoranda 
right straight down the line. 

Mr. Grimes. Go ahead, please. 

Mr. Brapen. When I took over in 1945, there was no need for me 
to delve into it. One year after V-J Day, all of a sudden, agitation 
started in Panama. There was agitation by Communists. There 
was agitation by the students, the nationalists, the whole group, 
demanding that these 134 bases should be returned 1 year after V-J 
Day. 

Mr. Grimes. What was the actual situation with reference to any 
agreement between the United States and Panama with reference to 
these bases ? 

Mr. Brapven. On this, I have no documents whatsoever. This is 
all based on my memory, but it is substantially correct. 

Mr. Grimes. Where are those documents, if they are still in 
existence ? 

Mr. Braven. If they are still in existence, or could be found, if they 
have not been destroyed or hidden away, they are in the State Depart- 
ment and, I assume also, the War Department and, probably, the 
Navy Department. 

Certainly they would be in the files of the Government of the Canal 
Zone in Panama and of the commanding general there. 

Mr. Grimes. You don’t have the documents? 

Mr. Brapen. I have no documents. 

Mr. Grimes. But you do have a clear recollection of the contents 
of those documents ? 

Mr. Brapen. I have a very clear recollection because when this 
agitation started —— 

The Cuarrman. Let the record show that Senator Butler of Mary- 
land is now in attendance at this hearing. 

Mr. Brapen. Right after this agitation started, caused by these 
Communists and students, et cetera, it got into the Panamanian Con- 
gress and they started to raise “ned.” 

Mr. Grimes. I want to ask you about the documents and provisions, 
since you mentioned something about a 1-year provision. 

Would you tell us about that? 

Mr. Brapen. In view of all this agitation I called for the docu- 
ments. I found that the history of the case—this is approximately 
right—was that Mr. Sumner Welles, as Under Secretary of State 
of the United States, and his assistants, had carried on negotiations 
here in Washington with, presumably, the Panamanian Ambassador, 
but also with a gentleman by the name of Fabregat, who was Foreign 
Minister of Panama. 

The CuatrmMan. Spell that, please. 

Mr. Brapen. F-a-b-r-e-g-a-t. He came up to Washington and also 


was in on these conversations. 
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As to the bases that we would take over in the Republic of 
Panama 

Mr. Grimes. I wish you would tell us in more detail the importance 
of those bases. 

First, some of them were actually in the Canal Zone itself, were 
they not ¢ 

Mr. Brapen. These 134 bases were not in the Canal Zone. We 
required no agreement for the Canal Zone, but to put bases out into 
the Republic of Panama we had to have a special agreement. That 
was the agreement to which I referred. 

Mr. Grimes. We did have bases in the Canal Zone, but we had no 
special agreement ? 

Mr. Brapen. That is right. 

Mr. Grimes. These 134 were throughout the Republic of Panama ? 

Mr. Brapen. Yes. 

Mr. Grimes. They were necessarily outside of the Canal Zone 
because in the opinion of the military they needed all of these bases 
and they could not all be located in the Canal Zone ? 

Mr. Brapen. You couldn’t defend the canal without them. They 
were vitally important for the defense of the canal. 

Mr. Grimes. Are they still, as far as you know ? 

Mr. Brapen. I assume they still are important, although with the 
development, as Senator Welker has said, of the larger planes, the 
area for the defense now spreads much farther out, so we have the 
situation in Guatemala, concerning the bases we built there, being in 
the hands of the Government that is Communist-controlled. 

That is what we are facing today. 

Mr. Grimes. But they would be useful if we are to defend the Canal 
Zone ¢ 

Mr. Brapen. Of course. I am not a military man, but I think it is 
obvious. 

Mr. Grimes. About the agreement under which we had _ those 
bases— 

Mr. Brapven. We actually took over the bases, I found from these 
documents which I saw in the State Department, before we had con- 
cluded the agreement. There were delays on the agreement. 

One of the delays in reaching an agreement that I recall from a 
perusal of the documents at the time was a disagreement as to the 
period that we would occupy those bases after the cessation of 
hostilities. 

Mr. Grimes. Delay or not, what were the provisions with reference 
to our occupation ? 

Mr. Brapven. The provision that was finally included in that agree 
ment was that we would occupy those 134 bases until 1 year after the 
signature of the definitive treaty of peace. Those words stuck very 
much in my mind because that was the essence of the situation. 

And not only did the agreement stipulate clearly that it was the 
definitive treaty of peace—and, of course, we haven’t got a definitive 
treaty of peace yet—that was the controlling factor, but there were 
attached to that agreement—— 

The Carman. Let the record show that Senator Watkins is in 
attendance. 

Senator, this is former Ambassador Spruille Braden testifying. 

Senator Warxins. Thank you. 
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Mr. Brapen. There were attached to that agreement memoranda. 
My recollection m: Ly be a little bit off on the exact ~ 

Mr. Grimes. The only thing we are interested in is the exact 
OVISION. 

Mr. Brapen. I think you are interested in one other thing, if you will 
permit me. That is: There was attached to this memorandum agree- 
ment a memorandum either of a conversation of Sumner Welles with 
Fabregat, or with other authorities of Panama, or a simple memo- 
randum drafted by Mr. Welles—I do not recall exactly which—stip- 
ulating that the agreement, when it said definitive treaty of peace, 
meant just that, and that it did not mean a truce or cease fire or an 
armistice, or anyt hing other than a definite treaty of peace. That was 
the important part. 

Mr. Grimes. In other words, it was not one of these cessation-of- 
hostility agreements ? 

Mr. Brapen. Nothing of the kind. 

One year after the signing of the definitive treaty of peace—that was 
the te rminology. 

Mr. GRIMEs. They said it twice to make sure 4 

Mr. Brapen. When the Pentagon told me they wanted and needed 
those bases urge vsietie, al was the basis on which I made the fight. 

Mr. Grimes. You said there was Communist agitation, students and 
others. Had you learned something about Communist agitation before 
in the course of your experience with the State Department ? 

Mr. Brapen. Yes. Going back to 1941, when I was in Colombia, I 
began sounding warnings to the State Department about the menace 
of communism in this hemisphere and during the war—1943 and 
1944—there were repeated dispatches in which I said that this is the 
gravest peril we face and that after the war it is going to be most 
serious. 

The Cuarrman. That was in your written reports ! 

Mr. Brapen. Written reports and telegrams, all kinds of things. 

Mr. Grimes. What was the Russian Communist Party line at that 
time ? 

Mr. Brapven. More or less simultaneously with that, we had the 
opening that fall of the first United Nations Assembly meeting in 
New York. They had a San Francisco meeting and a London meeting, 
but here the Assembly met in New York for the first time. 

Mr. Grimes. They were about to meet at the time this took place? 

Mr. Brapen. This all took place after V-J Day, August 6 or 
August 7. 

Mr. Grimes. The agitation began? 

Mr. Braven. It began promptly and it grew rapidly in volume. 

Mr. Grimes. You knew this through reports that reached you? 

Mr. Brapven. I had all kinds of reports and telegrams, everything 
coming in from Panama. The Army had the same thing. The news- 
papers carried it. 

Mr. Grimes. But your knowledge is based on the official reports 
made to you as Assistant Secretary of State in ch: irge of Latin Ameri- 
can affairs; is that correct ? 

Mr. Brapven. Exactly. 

Mr. Grimes. That is the position you occupied, then? 

Mr. Brapen. That is the position. 
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Mr. Grimes. Will you state, please, what the Russian Communist 
Party line was? I think I interrupted you. 

Mr. Brapen. I was going to say that for the first time the Russians 
at that time at that Assembly in New York, made the attack on us 
that we had aggressive intentions—that we were aggressive and the 
proof of the aggressive intentions we had was our establishing bases 
all over the world. 

Mr. Grimes. Did they at that time mention Panama bases 4 

Mr. Brapen. Subsequently during the discussions in the Assembly 
they did, not at the beginning, as I recall. 

Mr. Grimes. So they used the Panama bases as proof of our aggres- 
sive intentions ¢ 

Mr. Brapen. Well, you say they used it. We gave them the am- 
munition. 

Mr. Grimes. Let’s get to that later, but that was the party line? 

Mr. Brapen. Sure. 

Mr. Grimes. We were the aggressors. The proof is we have the 
bases, the military bases, all over the world, including Panama; is 
that right? 

Mr. Brapen. As I recall, the Russians made the point specifying 
Panama later. 

The CuHatrmMan. They were not referring to the Canal Zone, they 
were referring to the Republic of Panama, 134 bases? 

Mr. Braven. Yes, the 134 bases I am talking about. But the Canal 
Zone was brought in implicitly. 

Mr. Grimes. Did you have an experience in connection with the 
agitation in Panama and the Communist Party line with Alger Hiss? 

Mr. Brapen. Yes. 

Mr. Grimes. What was it? 

Mr. Brapven. There were two instances. 

Mr. Grimes. What was Hiss doing at that time? 

Mr. Brapen. Hiss was in charge of the Office of Special Political 
Affairs. 

Mr. Grimes. In the State Department ? 

Mr. Brapen. In the State Department. That office today is headed 
by an Assistant Secretary of State. It is the office for United Nations 
affairs. He was the head of that office, although he did not have the 
rank of Assistant Secretary of State. 

The first thing that happened was that, in the routine performance 
of his duties, the Governor of the Canal Zone submitted his annual 
report. 

Mr. Grimes. To whom? 

Mr. Brapen. On the operations of the Canal Zone. I think that is 
submitted to the War Department. Iam not sure of that, but in any 
case, it was published, as it usually is. 

Mr. Gries. You say routine operations. Would you describe it, 
briefly, please ? 

Mr. Brapen. I can’t doa good job of describing it. I don’t think 
I read it. 

Mr. Grimes. What sort of report was it? 

Mr. Brapen. How many boats are going through the canal in dif- 
ferent directions, the tonnage, et cetera; what were the operations of 
the stores in the canal, what was the labor operation, everything. 

Mr. Grimes. Population, matters of that sort ? 
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Mr. Brapen. I think population was probably in it. I don’t recall. 

Mr. Grimes. This is a report by our Governor down there on opera- 
tions in the Canal Zone and a report which he submits annually; 1s 
that correct ? 

Mr. Brapen. Exactly. 

Mr. Grimes. He had been submitting it to the American Govern- 
ment: is that right? 

Mr. Brapen. Since 1903, I assume. 

Mr. Grimes. Go ahead, please. What happened in connection with 
that report ¢ 

Mr. Braven. My office, represented by Mr. Cochran, Mr. William 
Cochran. who was in charge of that whole area in the Caribbean, and 
Mr. Wise, who was on the Panama desk, became involved in an argu- 
ment with the Office of Political Affairs, because the latter wished to 
submit this report by the Governor of the Canal Zone to the United 
Nations. 

My officers immediate «4 got in touch with the legal adviser’s office 
where Miss Ann O'Neill, a very competent lawyer, and a very sturdy 
soul, I may say—l meen a great admiration for Lacnouiiennee the 
thesis of my officers that under no circumstances should this report of 
the Governor of the Canal Zone be submitted to the United Nations. 

Finally, Mr. Hiss himself—— 

Mr. Grimes. What was your reason for that! 

Mr. Brapen. I was going to say what Hiss’ reason was first, because 
I think that makes it clearer. 

Alger Hiss and his office claimed under article 73 (e) of the United 
Nations Charter, it was our obligation to submit that report. I don’t 
know whether you would like to have article 73 reviewed now, or not. 

The CHatrman. Let it go into the record and become a part of the 
record, without reading. 

(The material referred to was marked “Exhibit No. 357” and is as 
follows:) 

EXHIBIT NO. 357 


CHARTER OF THE UNITED NATIONS—CHAPTER XI, DECLARATION REGARDING NON- 
SELF-GOVERNING TERRITORIES 


ARTICLI 


Members of the United Nations which have or assume responsibilities for the 
administration of territories Whose people have not yet attained a full measure of 
self-government recognize the principle that the interests of the inhabitants of 
these territories are paramount, and aecept as a sacred trust the obligation to 
promote to the utmost, within the system of international peace and security 
established by the present Charter, the well-being of the inhabitants of these 

rritories, and, to this end: 

a. to ensure, with due respect for the culture of the peoples concerned, their 
political, economic, social, and educational advancement, their just treatment, 
and their protection against abuses; 

b. to develop self-government, to take due account of the political aspirations 
of the peoples, and to assist them in the progressive development of their free 
political institutions, according to the particular circumstances of each territory 
and its peoples and their varying stages of advancement ; 

ec. to further international peace and security ; 

d. to promote constructive measures of development, to encourage research, 
and to cooperate with one another and, when and where appropriate, with special- 
ized international bodies with a view to the practical achievement of the social, 
economic, and scientific purposes set forth in this article; and 
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e. to transmit regularly to the Secretary General for information purposes, 
subject to such limitation as security and constitutional considerations may re- 
quire, statistical and other information of a technical nature relating to economic, 
social, and educational conditions in the territories for which they are respec- 
tively responsible other than those territories to which chapters XII and XIII 
apply. 

Mr. Brapen. My officers maintained that was perfectly ridiculous: 
that article 73 (e) anticipated self-government. That was the phrase- 
ology used in it. 

The Canal Zone, so far as the Republic of Panama is concerned, 
is self-governing. 

We had a special agreement as to the operation of the Canal Zone. 
There was no rhyme or reason, in my opinion, nor in the opinion of my 
officers, why that should be prese nted to the United Nations. 

Moreover, we knew that if it were presented that it was just going to 
enrage the Panamanians. It was going to play into the hs ands of the 
Russians with their ¢ allegations about our bases scattered all over the 
world, and particularly in Panama. 

It was going to alienate a lot of the other Latin Americans, who 
would say, “See what the United States is doing in the Canal Zone?” 

It was a thoroughly bad move to make and particularly with the 
Assembly starting up in New York. 

I knew that Mr. Alfaro, the former President of Panama, and 
Minister of Foreign Relations, a leading politician, already faced this 
terrific problem about the bases outside of the zone, and would be 
terrifically annoyed by this report being presented. 

Mr. Grimes. In addition, would it complicate our relations insofar 
as operation is concerned by giving the United Nations a voice? 

Mr. Brapen. It would complicate us with the Republic of Panama. 
It brought the United Nations into something where they had no right 
to be. 

Mr. Grimes. It might give them a claim to some stake in the opera- 
tion of the Panama Canal? 

Mr. Brapen. Exactly. 

Mr. Grimes. Was that part of the argument ? 

Mr. Brapen. Absolutely. 

The CHarrMan. Senator Watkins. 

Senator Warkins. Is it not true we also made reports on Alaska ? 

Mr. Brapen. That was not in my sphere, so I haven’t any idea about 
that. I think we did. I don’t know whether we did on Hawaii, or 
not, but I think we did, now that you mention it. But I wasn’t con- 
cerned about that. I had enough troubles of my own with Panama. 

Senator Warkins. The reason I call your attention to it was the 
fact I entered a protest about reporting from Alaska. 

Mr. Brapen. I vaguely remember that was true. 

Senator Weiker. Mr. Chairman, may I have a question ? 

The CuarrmMan. Senator Welker. 

Senator Wetxer. Mr. Ambassador, you were fortified by your 
counsel’s opinion and the opinion of yourself and others, that you were 
permitted not to submit this information as requested by Mr. Hiss 
under the limitation of security; is that correct? That is subsection 
(e) of article 73. 

Mr. Brapen. That I can’t give you an opinion on as a lawyer. I 
know that the procedure was totally out of order. There was no 
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justification for that; aside from all of the issues that counsel has 
brought up in regard to our relations. 

Senator Weiker. Notwithstanding the fact that you did have the 
security defense in mind, it was still insisted by Mr. Hiss ¢ 

Mr. Brapen. It was still insisted by Mr. Hiss that it had to be sub- 
mitted to the United Nations. 

Finally, Mr. Cochran and Mr. Murray Wise, my assistants on this 
matter, came to me and said, “You have got to enter this fight. We 
can’t get any further on it.” 

At that point we got Mr. Hackworth, the legal adviser to the State 
Department, in on it. 

My boys reported to me they were quite concerned. They feared 
Mr. Hackworth was veering over to the side of Alger Hiss, but I 
stormed around quite a bit on this problem and finally Mr. Hackworth 
would not give a decision. 

At that point it was appealed to the Under Secretary of State. 

The Cnatrman. Who was that? 

Mr. Brapen. Mr. Acheson. 

I remember very vividly that I went in to see Mr. Acheson. I 
think Mr. Hiss had already been there for some time. 

This was all 7 years ago, so my memory may be a bit off, but I 
think it is substantially accurate. 

When I tried to state my case, Mr. Acheson, as a lawyer, agreed 
with Mr. Hiss, and I didn’t even have a chance to state my case. I] 
remember that I came out of that meeting boiling with rage at what 
happened. 

Senator Weiker. Mr. Hiss was present there? 

Mr. Brapen. Oh, yes. The only thing we got out of Mr. Hiss’ office 
was an expression which today I don’t understand very clearly, and 
he said this—he put in a phrase that this was submitted to the United 
Nations, this report of the Governor, on a pragmatic basis for this 
year, for the year 1946. What that means, I don’t know, but that 
was supposed to take care of our objections, which needless to say, 
it did not. 

As we predicted, the Panamanian Foreign Minister made a speech 
in the United Nations. I have a copy of this if you wish to have it in 
the record. 

The CHarrman. I think it should go into the record and become a 
part of the record. 

(The material referred to was marked “Exhibit No. 358” and is as 
follows:) 

Exutbir No. 358 
“PANAMA CANAL ZONE Is Nor LEASED TERRITORY * * *” 


DR. RICARDO J. ALFARO EXPLAINS PAYMENT OF $430,000 ANNUITY BY THE UNITED 
STATES GOVERNMENT 


Speech by the president of the Panamanian delegation, Dr. Ricardo J. Alfaro, 
during the session of the Political Commission of the General Assembly of the 
United Nations on November 14, 1946, in respect to the international status of the 
Panama Canal Zone. 

The Panamanian Delegation has been informed that by virtue of a resolution 
adopted on February 9, 1946, by the United Nations Assembly, the United States 
has presented a report concerning the territories under its administration and 
has included the Panama Canal Zone among those about which it had to report 
to the General Secretariat, in accordance with article 73 (e) of the United 
Nation Charter. 
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The Panamanian Delegation maintains that the Canal Zone should not have 
been included among such territories, for the following reasons: 


I. PROVISIONS OF THE CHARTER IN REGARD TO NONAUTONOMOUS TERRITORIES 


Article 73 of the charter reads: 

The member of the United Nations that have or that assume the responsibility 
of administering territories whose people have not yet achieved full self-govern 
ment, recognize the principle that the interests of the inhabitants of those terri 
tories are paramount, accept as a sacred charge the obligation to promote to the 
gvreatest degree possible, within the system of peace and international security 
established by this charter, the well-being of the inhabitants of those territories, 
and they likewise obligate themselves: 


(aq). * 2.9 


(b) to develop self-government, to take into due account the political 
aspirations of the inhabitants and to assist them in the progressive development 
of their free political institutions, in accordance with the special circumstances 


of each territory, of its people, and of its particular degree of advancement ; 
’ * * * 
(Cc) ’ 


(d) * . 

(ec) to transmit with regularity to the Secretary General, for informational 
purposes and within the limits which security and considerations of constitu 
tional nature require, both statistical information and any of a technical nature 
that deal with the economic, social and educational conditions of the territories 
for which they are respectively responsible, except those territories to which 
chapters XI and XII of this charter refer. 


It 


It is evident, from a reading of the article of the charter transcribed above, 
that the Panama Canal Zone cannot be included among the territories referred to 
therein and about which information must be sent to the United Nations in ac¢ 
cordance With paragraph (e). Moreover, it is easy to show that it is a mistake to 
include the Canal Zone among those territories which may be generally classified 
as possessions of the United States; that is to say, territories acquired by pur- 
chase, conquest, cession, annexation or by any other manner of acquisition or 
transfer of territory, as in the case of Alaska (purchased from Russia), Hawaii, 
(annexed), Puerto Rico (ceded by Spain after the war of 1898), the Virgin Islands 
(purchased from Denmark), Guam (acquired as a result of the war between the 
United States and Spain), and American Samoa (first occupied and later acquired 
by an agreement with Great Britain and Germany). 

The strip of land known as the Panama Canal Zone has been neither purchased, 
conquered, annexed, ceded, nor leased, nor has its sovereignty been transferred 
by Panama to the United States. The United States administers this strip of 
land by virtue of a very specific stipulation in article II of the treaty concinded 
between the Republic of Panama and the United States on the 18th of November 
1903, which reads as follows: 

“The Republic of Panama grants to the United States the use, occupation and 
supervision of a zone of land and of land covered with water for the construction, 
maintenance, operation, sanitation and protection of the said canal” * * * 

Article III of the same treaty concedes ample “rights, power and authority” 
to the United States within the zone mentioned in article II, but establishes in 
unequivocal terms that Panama retains its sovereignty over the canal strip. 
In fact, the aforementioned articles establish that the United States is granted 
“the rights, power, and authority” that the United States would exercise if it 
were the sovereign of the territory. The sentence “if it were’ means clearly and 
unmistakably that it is not the sovereign, and consequently, that the United 
States acquired the power of administration and jurisdiction only, while the 
supreme attribute of sovereignty inheres in the original sovereign, the Repub 
lic of Panama. This interpretation of the treaty, as far as it regards the inter- 
nation status of the Canal Zone, is supported by the judicial authority of none 
less than William H. Taft, President of the United States from 1909 to 1915, 
and afterward Chief Justice of the Supreme Court. The summary information 
transmitted by the United States and printed by the Secretary General (docu- 
ment A (73)) in the part which bears the title “Panama Canal,” says on page 
20: “The following is a résumé in telegraphic form of the information about the 
social and educational conditions contained in the report on this leased territory.” 


32918°—54—pt. 19 2 
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And the general report of the Secretary General (document A (74)), dated 
the 21st of October 1946, referring to the information transmitted by the United 
States on the 19th of August, says on page 5: “One may note a great variety in 
the status of these territories. In particular, the Panama Canal Zone is held in 
lease.” 

The idea that the Canal Zone is a leased territory is a rather generalized 
error which doubtlessly stems from the fact that by the treaty of 1903 the 
United States agreed to pay to the Republic of Panama an annuity of 250,000 
balboas in gold coin (today equivalent to approximately 430,000 balboas in de- 
valued dollars) But it was never maintained that this annunity would be, 
nor has it ever been, nor it is now, the fee for a lease, and moreover, the word 
“lease” is not even found in the treaty with relation to the Canal Zone. 

By the treaty of 19083 the Republic of Panama made many concessions to the 
United States, and for all these concessions the United States agreed to pay as 
compensation the sum of $10 million immediately and an annuity of $250,000 
beginning with the vear 1912, in accordance with the following stipulation, from 
article XIV of the treaty in question: 

“As compensation for the rights, privileges and powers granted in this con- 
vention by the Republic of Panama to the United States, the Government of the 
United States agrees to pay to the Republic of Panama the sum of $10 million 
in gold coin of the United States on the date of the ratification of this treaty, 
and also an annual payment during its life of $250,000 in the same gold coin, 
beginning 9 years after the date mentioned above.” 

In reality, then, the annuity was not nor is it in any way a compensation. The 
reason for the annuity was that among the concessions made by Panama to the 
United States was that of the right which Panama possessed, in conformity with 
the contract with the Panama Railroad Company, of receiving from that private 
company, Which the Government of the United States had absorbed, the afore- 
mentioned sum of $250,000 as a tax debt. Thus the Government of the United 
States, as a grantee of the right to collect this sum, would receive $250,000 from 
the company and would deliver exactly the same amount to the Republic of 
Panama. It is clear, consequently, that there is no such lease in the sense of 
existing international leases, for example, as in China for some time, and that 
the international status of the Panama Canal Zone is determined by the fact that 
its use, occupation, and supervision were granted for the specific purpose of con- 
structing, maintaining, managing, sanitizing and protecting a canal between the 
Atlantic and Pacific Oceans 


III. DEMOGRAPHIC CONDITIONS IN THE CANAL ZONE 


It is evidence that non-self-governing territories which the charter has in mind, 
are territories inhabited by a native population, permanently attached to the 
land, and which for some reason has not reached full autonomy and which, if 
it places itself under international trusteeship administration, must be educated 
and prepared for self-government, in accordance with article 76 of the charter, 
which establishes the following as one of the basic objectives of the trustee 
system : 

“(b) To promote the political, economic, social and educational advancement 
of the inhabitants of territories held in trust, and their progressive development 
toward self-government, or independence, keeping in mind the particular cir 
cumstances of each territory and of its people and the freely expressed wishes 
of the populations whose interests are at stake, and in conformity with the pro 
visions of each agreement for trust administration.” 

Well and good, the Panama Canal Zone is a strip of land without such kind of 
inhabitants. There is no native population. There is no permanent population. 
There is homogeneous population that aspires to self-government or independence 
or that is capable of reaching one or the other. In accordance with the purposes 
for which were granted the “use, occupation and supervision” of the Canal Zone, 
that strip of land is inhabited solely by officials, employees and workers of the 
Panama Canal, by the Army and Navy forces stationed in the zone and adjacent 
waters for the protection of the canal, and by the families of all these persons. 

Of the 44,688 inhabitants who were living in the zone in 1945, 31,052 were 
employees and workers of the canal and of the Panama Railroad: 6,685 of the 
so-called “gold badge” employees and 24,347 of the so-called “silver badge” em- 
ployees, names that have no relation with money, but which serve to draw a line 
of separation based on color among those who work on the canal. 

These employees and their families do not constitute a permanent population. 
They live in the zone while they are working for the canal. And it has to be 
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thus, since the treaty between Panama and the United States signed the 2d of 
March 1936 establishes in article III, paragraph 2, that only those persons who 
directly or indirectly are occupied in the operation, maintenance, the sanitation, 
or the protection of the canal or those connected with these duties have the right 
to reside in the Canal Zone. When a person who lives in the zone has stopped 
working for the canal or in connection with it, he must depart from the said zone. 
In consequence, the population of that territory changes constantly, and as is 
natural, it has no interests there nor political aspirations for independence or 
self-government. Moreover, almost all the employees who belong to the so-called 
“sold badge” group are North American citizens, while the great majority of the 
“silver badge” employees are Antilleans of British nationality or citizens of other 
countries, and the Panamanians constitute a very small minority. 

There was a native population in the Canal Zone when the administration of 
that strip of land was transferred to the United States. But in 19138 the Presi- 
dent of the United States issued the so-called Depopulation Order, by virtue of 
which all the land within the zone was declared necessary for the construction, 
maintenance, operation, sanitation, and protection of the canal, and in conse- 
quence, the Panamanian citizens who had their lands, their farms and their 
homes in the zone were obliged to leave it. All the lands were expropriated and 
there is no private property in real estate in this strip of territory. The Canal 
Zone, consequently, turned into what is today strictly an administrative reserva- 
tion placed under the direct authority of the War Department and devoted ex- 
clusively to the purpose of maintaining, administering and protecting the seaway 
that connects the Atlantic with the Pacific. The Panama Canal Zone can be only 
what it is today, or otherwise return to the jurisdiction and full and complete 
control of the Republic of Panama. 

From the facts set forth above we may reach the following conclusions: 

1. That the Republic of Panama is and never has ceased being, the sovereign 
of the strip of land known by the name of the Canal Zone ; 

2. That the United States has acquired through treaty only “the use, occupa- 
tion and supervision” of the Canal Zone; 

3. That such “use, occupation, and supervision” have been granted for the 
specific purposes of the construction, maintenance, and the operation, the sani- 
tization, and the protection of the canal; 

4. That the Canal Zone is not a possession nor a part of the political dominion 
of the United States; 

5. That the Panama Canal Zone is a territory without a population which is 
native, permanent and homogeneous ; 

6. That the inhabitants of the Canal Zone have no interests bound up with the 
land and do not have nor can they have political aspirations for independence or 
self-government ; 

8 That the Canal Zone can be administered only as a strip of land destined 
exclusively for the purpose of maintaining, administering, and protecting the 
canal. 

It follows from this that there exists no basis for including the Panama Canal 
Zone among the nonautonomous territories to which article 73 (e) of the 
charter refers. Its inclusion among the territories and possessions of the United 
States and among those territories concerning which there have been rendered 
reports as the charter stipulates, it is a manifest error which the Republic of 
Panama hopes will be rectified by the appropriate means to which access may 
be had. 

Note: After the delivery of this speech by the Delegate from Panama, the 
North American delegation declared that the United States did not claim 
sovereignty over the Canal Zone. Later the Department of State informed the 
Panamanian Chancellery that it has abstained and would abstain in the future 
from including the Panama Canal Zone in the reports stipulated by article 73 of 
the charter of the United Nations. 


Mr. Grimes. Would you state what his points were? 

Mr. Brapen. The substance was that here we were talking about 
the canal as if we had it under lease, and we did not; that it was a 
special agreement beginning in 1903 between Panama and the United 
States; that Panama had given the United States certain facilities and 
we had in return made certain payments in regard to—I think it was 
$10 million to Panama, plus an annuai rental of $250,000 a year. 

Subsequently we went off gold, raised it to $430,000 a year. 
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There were the various quid pro quos back and forth that the sub- 
mission of this to the United Nations was an outrage both to Panama 
and to the agreement. 

Mr. Grimes. In other words, it was none of the business of the 
United Nations that he came out very much on the side of the United 
States on this? 

Mr. Brapen. He came out very much on the side of my office, not 
of the United States, because we had submitted it. 

Mr. Grimes. That depends on what the United States interest is. 

Mr. Brapen. Of the true interest of the United States, yes. 

Mr. Grimes. The report was then submitted to the United Na- 
tions / 

Mr. Brapen. Yes. 

Mr. Grimes. Did another incident take place in regard to Panama? 

Mr. Brapen. Yes. 

Mr. Grimes. What was that ? 

Mr. Brapen. At that time, and you have to get the picture of the 
United Nations, the Russians making their speeches about our being 
aggressors, and the proof being the bases, the Panama bases, 134 out- 
side of Panama Canal Zone being brought in as proof positive of our 
aggressive intentions, and I desperate sly trying and praying that I 
would be able to keep the lid on everything until the Assembly was 
over in New York. 

And that we could get Mr. Alfaro down to Washington and quietly 
and calmly in luncheons and in our offices work out an agreement with 
him about these 134 bases which the military informed me were vitally 
necessary for the security of the Panama Canal—therefore, of the 
United States. 

You can, therefore, imagine my utter astonishment when one morn- 
ing I picked up the Washington Post at my apartment and here on 
the front page was an announcement that we had reported to the 
United Nations on the Canal Zone as an occupied territory. When I 
read that, I realized that was really putting the fat in the fire in our 
relations with Panama in the substantiation of the Russian allega- 
tions and in our relations with all of the American Republics; it was 
such a nasty situation. 

Mr. Grimes. In other words, our State Department had officially 
reported it to the U. N., that Panama was one of our occupied terri- 
tories ? 

Mr. Brapen. Yes. ‘The only thing, my memory is a little hazy on 
whether that came along at about the same time as the submission of 
the report by the Governor, or whether it came subsequently, but my 
best recollection is it came subsequently. 

Mr. Grimes. This was a matter under your jur isdiction as Assistant 
Secretary of State for Latin American Affairs ? 

Mr. Brapen. Exactly. 

Mr. Grimes. You learned about it for the first time in the news- 
papers ? 

Mr. Brapen. I learned about it for the first time in the newspapers. 

Mr. Grimes. What did you do? 

Mr. Braven. I dropped the newspaper, and I tore down to the 
State Department. I called in the Director of the Office of American 
Republics Affairs, Mr. Briggs, who presently is our American Am- 
bassador in Korea; and my first special assistant, Mr. Wright; and 
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Mr. Murray Wise was then called in as the officer on the Panamanian 
desk. 

I may say I was using some pretty strong language around the 
place at this outrage. None of them knew any more about it than I 

They also had read it in the newspapers. 

We then tried to run it down, and we found that this report had 
“te ‘en submitted and the employment of the words “occupied territory” 

by the Office of Special Political Affairs, that is to say, Mr. Alger Hiss. 

I immediately went from my office on the third floor down to the 
second floor to the Office of the Acting Secretary of State with fire in 
my eye. 

The Cuairman. Who was that? 

Mr. Brapen. Mr. Dean Acheson. 

I went down to demand this report be withdrawn from the United 
Nations. Mr. Acheson said that “We can’t do anything about it. 
Where is Mr. Hiss?” 

Mr. Hiss was not to be found that day in Washington. He had left 
lis home. He had not come to his office. He was presumed to be in 
some meetings, but his office said that he had not come in, that they 
had telephoned to the places where he was presumed to be but they 
couldn’t find him anywhere. 

That whole day went by without the appearance of Mr. Alger Hiss. 

In the meantime this whole thing was stymied. The delay, I may 
say, of course, was doing great harm because of inaction during this 
whole day. 

We ought to have hit it and we didn’t. 

Finally, that afternoon at 5 o’clock, I was engaged in an important 
conference in my office from which I could not leave when I received 
word from Mr. Acheson’s office that Mr. Hiss finally had been located. 
He had shown up and he was in Mr. Acheson’s office. 

Mr. Briggs, therefore, as my es — 

Mr. Grimes. Did you send somebody ? 

Mr. Brapen. I instructed Mr. Briggs to go down and make the 
demand that this report be withdrawn. 

Mr. Grimes. Did he do so? 

Mr. Brapen. He did so. 

Mr. Grimes. Did he make a report to you? 

Mr. Brapen. He came back from Mr. Acheson’s office and reported 
that Mr. Acheson had sustained Mr. Hiss and Mr. Hiss had been very 
apologetic. He had been very charming about it. He said that he 
was oh, so sorry; that, of course, this should have been submitted to 
the Office of American Republics Affairs. We should have been con- 
sulted before this was submitted to the United Nations, but it was 
just one of those things that happened that slipped by, a mistake 
somewhere, and he was very regretful about it. 

But it was there and that it would do great harm for it to be with- 
drawn after it was already submitted. 

Mr. Acheson sustained Mr. Hiss on that. That is where the thing 
rested. We did subsequently get Mr. Alfaro down to Washington. 
We did have negotiations that were carried on for some time. 

We kept the “bases so long as I was Assistant Secretary of State, 
up until June 28, 1947, but I think it was the fall of 1947 that I read 
that we had to give up those basis which our military said were highly 
essential for the defense of the canal and of the United States. 
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Senator WeLtker. May I have a question ? 

The CuarrmMan. Senator Welker. 

Senator Weiker. Mr. Braden, you say Alger Hiss was apologetic. 
He was apologetic notwithst: anding the ‘fact that he had your objec- 
tions made to him and to the Under Secret: ry of State, Dean Ache- 
son, weeks prior to this decision ¢ 

Mr. Brapen. Yes. 

The Cuarman. Are there any further questions by any member of 
the committee ? 

If not, proceed, Mr. Grimes. 

Mr. Grimes. Mr. Ambassador, going back just a bit, you have testi- 
fied that you were Ambassador to Colombia. Following your being 
Ambassador to Colombia, you became Ambassador to Cuba, did you 
not ¢ 

Mr. Brapen. Exactly. 

Mr. Grimes. That was under commission and appointment by Pres- 
ident Roosevelt; is that correct ? 

Mr. Brapen. Yes. 

Mr. Grimes. When did you become Ambassador to Cuba ? 

Mr. Brapen. I took my oath, I think, sometime in early May. 
About the middle, the 20th, somewhere around that time, I went to 
Cuba as Ambassador. 

Mr. Grimes. Was there an interval between your being Ambassador 
to Colombia and your being Ambassador to Cuba ? 

Mr. Brapen. Yes. I left Colombia, I think, toward the end of 
March. It might have gone into early April. I came up to Wash- 
ington and to New York in order to acquaint myself with all of the 
various problems of my new post, a practice I have always made. 

Mr. Grimes. Did you find, during the course of your acquainting 
yourself with your new duties, some problem relating to the banking 
structure of Cuba? 

Mr. Brapen. Yes. When I got up here to the United States, I 
know I heard of it in Washington, and going through such files as I 
was able to get hold of, with reference to what was known as the 
White mission 

Mr. Grimes. The White mission ? 

Mr. Brapen. The White mission to Cuba. 

Mr. Grimes. Who was White? 

Mr. Brapen. Mr. White who gave the name—— 

Mr. Grimes. Was that Harry Dexter White? 

Mr. Brapen. Harry Dexter White; yes. 

Mr. Gres. Whose name was attached to the White mission; is 
that correct # 

Mr. Brapen. He was Assistant Secretary of the Treasury by that 
time, I believe. He had been very high up in the Treasury, and he 
headed this mission that went to Cuba. I don’t remember the names 
_ the other members of the mission, but they were people from the 

ederal Reserve, the Treasury, and financial banking experts, pre- 
sumably. 


1The Second Report of the American Technical Mission to Cuba on the Central Bank 
and Stabilization Fund, dated April 22, 1942, lists the mission personnel as follows: 
G. A. Eddy, Treasury Department; A. T. Esgate, Farm Credit Administration: W. R. 
Gardner, Board of Governors of the Federal Reserve System; F. A. Southard, Jr., Treasury 
Department; H. R. Spiegel, Treasury Department; G. B. Vest, Board of Governors of the 
Federal Reserve System; and H. D. White, Treasury Department, chief of mission. 
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I heard about this White mission report. I also observed from dis- 
patches that word that was coming from Cuba that it had already gone 
into the Congress in Cuba for legisl: ition to be approved. 

Naturally I considered this important, and it was a document 
which I wished to peruse. I therefore asked for copies, and it is sig- 
nificant that while I was in and about Washington and New York, 
during this period that I have mentioned of practically a month and 
a half or m: iybe a little more, I was unable to get a copy of the White 
mission report during that entire period until the afternoon of the 
day I left for Cuba. Tleft by train for—— 

The Cuarman. Whom did you ask for the report? 

Mr. Brapven. I tried to get it in the State Department from the 
Division of American Republics, from the people on the Cuba desk, 
and others, and kept on insisting that I, as American Ambassador, 
should have this report. But I was unable to get it until that after- 
noon. 

| read the report. 

Mr. Grimes. What afternoon? 

Mr. Brapen. The afternoon of the day I left for Cuba. I thought 
I just said that. ITread the report on the train going to Miami. After 
[ reached Cuba and got squared away on the very “most urgent prob- 
lems, I began to chec k on the preliminary opinion that T h: ad formed 
of this report, which was a very low one. 

I thought that it was a very dangerous proposition because it in- 
volved two things: One, it involved the establishment of a central 
bank in Cuba; 2, it established a Cuban currency, entirely separate 
from the dollar. 

Now I am going back 12 years, so I can’t remember everything. 

I wrote a long dispatch which should be in the departmental files, 
with all of the several reasons why I opposed this White mission’s 
report. I do remember one thing, that under the terms of this central 
bank the central bank could finance and use up to 15 percent of its 
capital to establish other banks—agricultural banks, mineral banks, 
all kinds of subsidiary banks, using in each case up to 15 percent. 

That might be all right, excepting that there was no limitation on 
the number of these “15 percents” that could be used. 

This central bank could use 150 or 200 percent of its capital, ap- 
parently, in this setup. 

Along with that were a number of other reasons, very strong reasons, 
against it. 

Also, under the establishment of the Cuban currency and the exclu- 
sion of the dollar, there is a Cuban currency today and there has been 
for years, but it has been interch: ingeable with the dollar. 

As I wrote to Secretary Hull in a personal letter at the time, and 
I also said it in 

Mr. Grimes. How would that change this? 

Mr. Brapen. In that they would have a Cuban currency and the 
dollar would no longer be acceptable in Cuba. Up to recently it has 
been legal tender there. You use dollars the same as the Cuban 
eSO. 

Mr. Grimes. That greatly facilitated foreign trade? 

Mr. Brapen. We had no problem on foreign trade on this score. 
All over the rest of the hemisphere, for that matter, the world, we 
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have one of the greatest impediments to foreign trade—the exchange 
controls. 

Tariffs are a minor incident in this whole thing. We whoop it up 

lot about tariffs, but you can have an agreement on tariffs and if 
the country puts in exchange controls, why, your tariffs go out the 
window. 

Mr. Grimes. In other words, there was no foreign-exchange problem 
with Cuba then ? 

Mr. Brapven. We had no foreign-exchange problem with Cuba 
whatsoever. And by the enactment of these recommendations of 
the White report, there would be. 

The CuairMan. You started to say you wrote Cordell Hull. 

Mr. Brapen. I wrote him a letter in which I particularly called his 
attention to this. I said: 

Here you have been making this fight for years in freeing trade all over the 
werld and here is the one place where we have no such problem. Under this 
White report they are going to put in conditions which will, in my opinion, 
inevitably bring exchange controls, so you will have it here in Cuba, too. 

That was one of my great objections. 

After I studied this report I went to the Pri ime Minister, and I said, 
“TI am very much concerned about this report.” 

They have three debates in each Chamber—the Chamber of Deputies 
and the Senate. The first debate is the presentation of a project. 

The second debate is the real debate, and the third debate is just 
to tie up the loose ends. 

understood this White report and the recommendations therein 
had already gone through the second debate in one of the Chambers 
and was likely to go through on the other side. 

I said that I thought it could do a great economic and financial 
harm to Cuba. 

Dr. Saladrigas expressed his utter astonishment because he said 
my it the Ambassador in Washington, Ambassador Concheso, who 

Ambassador today, was being called in practically every day by 
slither the State Department or the Treasury Department and told 
that really this was “must” legislation. This was practically a war 
measure it was so important for Cuba to have her own currency and 
to have this central banking system as set up by Harry Dexter White. 

I said, “Mr. Prime Minister, let’s go through it.” 

We went through the report paragraph by paragraph. When we 
got through and my explanations of why I thought it was so bad for 

Cuba and potentially very bad for the United States, not merely from 
the trade point of view, but more because of the economic chaos and 
financial distress which would result in Cuba. As a result of this 
report, of course, the United States would have been blamed because 
here was a report based on the recommendations of the Assistant 
Secretary of the Treasury of the United States and the White mission 
was made up entirely of American experts, or so-called experts. 

Mr. Grimes. Incidentally, a situation of great economic distress is 
one of the Marxian conditions for revolution ? 

Mr. Braven. Yes, of course. 

Mr. Grimes. You knew that then? 

Mr. Brapen. I knew it, but I must admit I did not realize the sig- 
nificance of the thing at the time. 
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The CHatrMan. After you finished this report paragraph by para- 
graph and explained it, what was his interpretation / 

Mr. Brapven. He said, “I will go right over and see the President and 
we will stop this legislation. I agree with you 100 percent.” 

Dr. Saladrigas went to the president, President Batista, and con- 
vinced the President purely from the Cuban aspect that they should 
not proceed with these measures. 

I might say also my predecessor, Mr. Messersmith, on instructions 
from the Department—it wasn’t his doing, but the Department in- 
structed him to press for the Cuban Government to legislate as per 
the White recommendations. When this legislation was stopped, 
and the dates on that run along into the summer—I don’t remember 
just the terminal dates. 

Subsequently Mr. Duggan, who was the political adviser on Latin 
Americ an Affairs to the Secretary 

The Cuamman. Lawrence Duggan? 

Mr. Brapen. Yes, and he was the equivalent of Assistant Secretary 
as he had a job equivalent to what I held later. 

The Cuamman. That was the summer af what year? 

Mr. Brapen. 1942. 

Long afterwards, I saw some notes in the Department wherein Mr. 
Duggan made the remark within the Department and to the vice 
president of the Chase National Bank, that I was out of step with the 
Government and the Government completely disagreed with the posi- 
tion that I had taken on this matter. 

I am very proud to have been out of step with Messrs. White and 
Hiss, and those people. That is all right with me. 

But getting back to this story of what happened in Cuba and in 
Washington. As soon as this legislation was stopped by the Presi- 
dent and the Prime Minister of Cuba and entirely on that accomplish- 
ment, I reported at great length and in full detail to the State Depart- 
ment what I had done and why in a dispatch. 

Mr. Grimes. May I ask you this question: Did you seek the advice 
of practical bankers as to the feasibility and efficacy of the White 
plan ? 

Mr. Barven. Not until after I had taken the action which I did. 
And I am very glad I did not because in the reply that I got from the 
State Department, and it was a pretty nasty reply which came back 
to me and replied to this dispatch of mine—— 

Mr. Grimes. What was the nature of the reply that came back from 
the State De ‘partment ! ¢ 

Mr. Brapen. The nature was that I had far exceeded my authority 
in taking the stand. I had because this was something that the United 
States Government wanted very much; that I was intervening in the 
internal affairs of Cuba, which, of course, I wasn’t, in presenting it to 
the Prime Minister and leaving it up to him to make the decision with 
the President. 

But they accused me of intervention. They implied that I must be 
in the pay of the New York bank—I say New York, one was a Boston 
bank—in the pay of three American banks in Cuba for me to have 
taken this stand. 

And that I should forthwith go to the Prime Minister, completely 
reverse my position, and tell him that we want this legislation to go 
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through, and that I had no authority to speak to him in the terms 
I had. 

It wasa thorough dressing down. 

The Cuatrman. Who signed this reply ? 

Mr. Brapen. I assume that it was the usual type of signature 
Hull, but signed by somebody else. That is, the Secretary signs 
everything, but it was a document he had never laid his eyes on, 
probab ly. 

When I received this reply, fortunately after I had raised these 
objections and given every reason why this should not go through, 
only at that time did I call in the managers of the three American 
banks in Cuba, and fortunately also this Mr. Rosenthal, the vice presi- 
dent of the Chase Bank who was on a visit to Cuba. He has since 
lied. There was Mr. Carter of the National City and Mr. Carriker 
of the First National of Boston. I have forgotten the name of the 
Chase Bank manager, but I think they all are alive and available. I 
called them in and said, “This is what I have done: I have a layman’s 
experience and perhaps a bit more in finance and trade matters. I 
want to find out what you think about this dispatch.” 


They were enthusiastic. They practically got wp and cheered be- 
‘ause they had been so worried as to fc at would happen to Cuba, and, 
therefore, to their banking business in Cuba if this thing had gone 


through. 

The Cuarrman. I think our records show in relation to this testi- 
mony that this Lawrence Duggan whom you have testified about com- 
mitted suicide on December 20, 1948. 

Mr. Brapen. I don’t know the date. 

In any case, after receiving this communication I sent back an 
equally snappy message to the State Department saying that my duties 

s Ambassador in Cuba, my prime duty, was to promote the friendly 
relations between the two Republics and that if this legislation were 
to go through, self-evidently if trouble resulted, financial and economic 
trouble and chaos in Cuba, our relations would be very seriously 
prejudiced. 

Therefore, so long as I was American Ambassador in Cuba, I said, 
I was going to sti and my ground and protect our relations and, in fact, 
I refused to go back to the Prime Minister. 

Fortunately my communication to Secretary Hull was what saved 
the day for me, I think, because the showdown finally came, but I 
got a short note from Mr. Duggan in which he said that he thought 
it best that I cease to discuss the matter any longer and they would 
no longer discuss it. 

In other words, I had won the day. 

Mr. Grimes. Prior to this incident had your relations with Mr. 
Lawrence Duggan been friendly ? 

Mr. Brapen. Oh, extremely so. 

Mr. Grimes. What happened after this incident ? 

Mr. Brapen. As I testified in the hearing in New York on De- 
cember 22, they were cut as if by a knife. From that day on some 
of his communications to me had a certain amount of the old cordial- 
ity, but whenever I saw him or had anything to do with him, he was 
very much off and antagonistic to me. 
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He had been so friendly that he had actually asked me when I re- 
turned from Colombia to go to Cuba to stay at his house rather than 
at the Metropolitan Club. That was how friendly he had been. 

Mr. Grimes. That ceased ? 

Mr. Brapen. That ceased as if cut by a knife. 

Mr. Grimes. There is no doubt that the White mission was an 
official mission ? 

Mr. Brapen. Absolutely, absolutely an official mission of the 
United States Government. That is what made it so dangerous. 

Mr. Grimes. Mr. Chairman, we have a letter which I think might 
well be read into the record at this point as pertinent so that this 
story may have a continuity, a letter from Mr. Sumner Welles to 
Mr. Harry Dexter White, establishing this mission. It is short. 1 
believe for the sake of continuity it should go into the record now. 

The CHatrman. Very well. 

Mr. Sourwine. Is that already in our record ? 

Mr. Grimes. That is already in our record. It is being repro- 
duced here now for the reason given, because there has been a con- 
siderable amplification of the testimony on this general subject. 

Mr. Sourwine. Does the record show the source of it? 

Mr. Grimes. It does. This is a letter dated December 30, 1941, 
from the Department of State signed by Sumner Welles addressed 
to Harry Dexter White. 

(The material referred to is as follows:) 

My Drar Mr. Wuite: It is a pleasure to inform you that the Government of 
Cuba has indicated to the Department its satisfaction with the naming of your 
self and Messrs. Eddy and Spiegel, of the Treasury, and Messrs. Walter R. 
Gardner and George B. Vest, of the Board of Governors of the Federal Reserve 
System, as a technical mission in compliance with its request for assistance 
in connection with monetary and banking questions. Your assignment to this 
mission is consequently effected in accordance with the letter of the Secretary of 
the Treasury of September 25, 1941. 

You will act as chief of the mission and direct the work of its other members. 

The Cuban Government has been informed that the mission will arrive in 
Habana during the first week in October. Upon your arrival there you should 
report to the Honorable George S. Messersmith, Ambassador of the United 
States to Cuba, who will introduce you to the appropriate Cuban officials. The 
mission will be responsible to Ambassador Messersmith, and you should obtain 
his approval of any informal recommendations involving questions of policy 
which the mission may propose to make to the Cuban officials. Formal recom- 
mendations should be prepared for transmittal to the Cuban Government through 
the Department of State. 

I wish you a pleasant journey and every success in the mission. 

Sincerly yours, 
SUMNER WELLES. 

Mr. Grimes. Insofar as you know, was that the letter on which 
the White mission went to Cuba prior to your arrival there and made 
the recommendations which you have described ¢ 

Mr. Brapen. That, I can’t say; however, they went there. I know 
they went and made an official report. 

I would like to add one thing. 

In my previous testimony I mentioned the fact that a Mr. South- 
ard, who later formed a part of this mission, came to Cuba to try 
and dissuade me. 

I argued out the question with him. He was a supposed banking 
expert, but he admitted on one of the counts I had in the letter that 
I was right in my objections to this White mission report. 
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So not only a member of the mission, but the top bankers having 
to do with Cuba fully confirmed my views. 

Mr. Grimes. And did they agree with you that the plan would be 
disastrous ¢ 

Mr. Brapen. Yes; that it would be catastrophic for Cuba. 

Mr. Grimes. Did you find when you became Assistant Secretary 
of State, as you have testified, that ‘there was a plan on foot to re- 
organize the State Departme ont ¢ 

Mr. Brapen. Yes; I did. Asa matter of fact, they are too lengthy, 
but I think it would be worthwhile to read into the record some memo- 
randa or the substance of memoranda that I have, because I do not 
have the originals in most of these cases, but I have my own notes. 

For instance, one to Mr. Donald Russell, who was Assistant Secre- 
tary of State in Charge of Administration. 

As I testified on December 22, an attempt was made to take all of 
these various alphabetical agencies— WI and BEW-FEA, and the 
Coordinator’s office—and superimpose them on the State Department. 

I was new in Washington. I had just taken over a few weeks before 

Assistant Secretary of State. So I wanted to get my bearings 
first. So I took rather a defensive stand on that, but I took the stand 
that the career Foreign Service and the departmental service of the 
United States, by and large, were a fine organization, good or better 
than any organization I had seen. 

Sure, they had some bad people and incompetents, but the overall 
was good. I said what we have got to do is to build on this firm 
foundation and not have this swarm of people coming in from these 
outside agencies who only had had to do with foreign affairs in the 
OWI or the OSS during the war. 

They were utterly inexperienced and incompetent, from what I saw 
of them, and I saw several of them that came in from other offices 
and divisions. 

We resisted having them in my office, but to build on that fine 
foundation of the career Foreign Service was right. 

I would like to put that memorandum in the record, because I think 
it is important. I go into detail. It was more or less of a holding 
action that I proposed in that memorandum, but subsequently I have 
another memorandum I made in connection with the OSS. 

They apparently claimed they had been of the utmost use to the 
Office of American Republics Affairs. Actually they hadn’t been 
anything of the kind. 

They claimed they did all kinds of work. They did very little, 
and the little they did was badly done for the most part. 

A lot of the stuff they had sent over was material that came from 
us in the first place, anyway. We didn’t want any part of most of 
their records. 

We, therefore, resisted this invasion of all these swarms of people. 

They were mostly collectivists and “do-gooders” and what-nots, 
that were trying to come into the State Dep: irtment. Iam glad to say 
that my office was able to hold out on that. 

We had one actual case of an FBI report that came across my desk. 
I imagine it is the same one that the Attorney General, Mr. Brownell, 
referred to with reference to White, in which there was a reference to 
Alger Hiss and his brother. There was one man in that report that 
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was mentioned as being slated to come into the Office of American 
Republics Affairs. 

| gave my testimony on December 22 in respect to that particular 
Case. 

Mr. Grimes. You stopped that ? 

Mr. Brapen. We stopped that right in its tracks. 

The most serious case we had, and I found myself engaged in a 
knockdown, dragout fight, was in the case of the creation ‘of. what 
was known as the Office of Research and Intelligence. The first time 
I heard of that project was one day—this is in the latter part of 
1945. I don’t know the exact date. “But I came back from luncheon 
and I was informed there was to be a very top echelon meeting in 
the office of the Under Secretary at 5 p. m. that afternoon, that I 
was to cancel any other engagements that I might have in order to 
attend this meeting. 

Mr. Grimes. The Under Secretary was Dean Acheson? 

Mr. Braven. Yes. 

I therefore canceled an engagement that I had at 5 o’clock. I went 
to that meeting. Mr. Dunn, who was the other Assistant Secretary 
in charge of geographic sections in the State Department, was abroad 
at the time, so he was not at the meeting. 

As I remember, another Assistant Secretary, Mr. Will Clayton, 
who was in charge of economic work, was not there, but he was repre- 
sented by Mr. Willard Thorpe. Mr. Dunn was represented by the 
three chiefs of the geographical divisions—Doe Matthews for Euro 
pean Affairs, John Carter Vincent for the Far East, and Loy Hender 
son for the Near East. 

The Assistant Secretary in Charge of Administration, Donald 
Russell, also was there. 

The meeting began by Mr. Acheson telling us that they were going 
to establish this Office of Research and Intelligence. 

Mr. Grimes. Mr. Byrnes was Secretary ? 

Mr. Branen. Yes. He did not attend this meeting, but was in his 
office at the time it was held. 

Mr. Grimes. What relation, if any, did Mr. Don Russell have to 
Mr. 6 se 

Mr. Brapen. Mr. Don Russell had been a law partner of Mr. Byrnes 
and he was brought into the Department, as I understand, as Assist 
ant Secretary when Mr. Byrnes took over as Secretary of State. 

Mr. Grimes. What were his duties, in general ? 

Mr. Brapven. In charge of all of the administration of the Depart- 
ment, which included security, personnel, operations, both of the 
Foreign Service and of the Department. 

At this meeting Mr. Acheson at some length detailed why this new 
office was necessary; that we had no office in the State Department 
that had the intelligence function, that had the necessary information. 

I remember his citing the case that during the war the importance 
of intelligence was in the office work, in which I agreed, and that the 
way we had been able to pinpoint the points to be bombed in Japan 
was through a magnificent setup in the Army Intelligence where 
they got it out of information actually in this country, out of news- 
papers and out of gathering all this information together first through 
research and intelligence. 
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He expatiated on that, that this was a “must”, an absolute “must” 
He had a volume there. I would say it was 6 to 8 inches thick, black 
covered, probably 10 to 12 inches long, and 6 or 7 inches in width. I 
don’t know how many pages. It probably ran well over a thousand 
pages. 

Mr. Grimes. What was the volume supposed to be? 

Mr. Braven. It was supposed to be the full directive for the estab- 
lishment of this Office of Research and Intelligence in the State De- 
partme nt. 

This was resting on the corner of Mr. Acheson’s desk and I was 
sitting at the right of it. 

Mr. Gries. That was the new plan for the State Department ? 

Mr. Brapen. Yes. They were to bring in 1,080 people as I recall. 
I may be off a bit, but it was over a thousand. That 1,080 people were 
to be brought into the State Department to man this new office. 

Mr. Grimes. In short, did the plan involve a complete reorganiza 
tion of the State Department ? 

Mr. Brapen. It meant a complete change in the whole State De- 
partment. 

Mr. Acheson, I remember very vividly, said, “This is going to the 
Hill this afternoon.” 

Later on in the discussion it turned out that it wasn’t to the Hill, but 
to the Budget Bureau. But his first remark was that it was going 
to the Hill and that this was a must, that if any of us had any objec- 
tions to this, we could say our piece right then and there by going into 
the Secretary of State’s office, Mr. Byrnes. We could make our pro 
test to him. 

Mr. Byrnes might or might not listen to us, but in any case, we 
would be thrown out. 

The Cuaran. In other words, you were to pass judgment upon 
this large document without examining it or seeing it or knowing its 
contents ¢ 

Mr. Brapen. This was going through whether we liked it or not. 
If we didn’t like it, we could say our piece; but we wouldn't be lis- 
tened to. It wasanultimatum. That was the only word for it. 

As we sat there I reached over and took this volume and naturally 
I turned to the Latin-American Republics. After very hurriedly 
looking at it, time being of the essence in this meeting, since this was 
going to the Hill at 6 o'clock, and by this time it was probably a quar- 

‘to 6, 1 thumbed through these pages. 

The n I expressed my strong opposition. I said, “I protest on this 
proposition because I have glanced through here and there is not one 
single item or function I can find in these pages which is not being 
fully and competently performed by the Office of American Republics s 
Affairs.” 

Granted, I had looked at the new directions hurriedly, but I can see 
the general trend. There is not one single item that the Office of 
American Republics A ffairs is not doing today and doing competently. 
Therefore, I said, “this is a complete duplication. There i is no need 
for it. It is an extravagance, an inefficiency, and I protest.” 

Curiously enough I was not asked to go in to the Secretary of State. 
Later on the meeting broke up without any conclusion at that time. 

At that meeting, however, the only person who forcefully took sides 
with me after I made my statement, having laid the book down, was 
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Mr. Loy Henderson, who took it up and thumbed through it and sup- 
ported me and said, “I agree with Spruille on this. This same thing 
applies to the Office of Near Eastern Affairs. This is a duplication. 
We are doing the work th at is supposed to be done here. There is no 
rhyme or reason for it.” 

Also, I remember Mr. Donald Russell coming into the conversation 
at that time. The matter was then referred to the Secretary’s staf 
committee where there was a group—Colonel McCormack, who had 
been brought into the State Department, being on this. 

I may say all of this was based on a directive that came from the 
President about the establishment of research and intelligence. We 
had some knockdown, drag-out fights there. 

You have in your records Mr. Panuch’s testimony. Mr. Panuch 
was very useful in this fight. I have forgotten the number of the 
document or exhibit he presented to this committee, but it is included 
in his testimony. I remember that paper, but I also have a vivid recol- 
lection of returning from New York one afternoon before a meeting 
of the Secretary’s staff committee scheduled for the next morning. 

There was a paper on the subject of this Office of Research and In- 
telligence which was actually insulting in language that it used about 
those of us who were opposing. 

Mr. Dunn returned from Europe, and at that time, mind you, it was 
only Loy Henderson, Donald Russell, supported by Joe Panuch as 
his deputy, and I, who were opposing it. 

All of the others acce pted and went along. 

I had an hour or so with Jimmie Dunn, and we convinced Jimmie 
Dunn so that he came along on our side. 

After a very disagreeable fight and, as I described it, a knockdown, 
drag-out fight, finally that project was abandoned. 

An Office of Research and Intelligence was established, but on a 
very minor and relatively insignificant scale in the Department. 

But I am appalled by what T saw hi: appen at that time, and since 
then I have been told by such reliable informants as Mr. Panuch, who 
was right on the job at the time, that that project also emanated 
originally from the Office of Special Political Affairs; that is to say, 
Mr. Alger Hiss’ office. 

The CHairman. Our records show the testimony in that respect. 

Mr. Grimes. After this fight what happened to the persons who 
opposed this plan ? 

Mr. Brapen. Immediately thereafter, I think, thanks in large part 
to Donald Russell and his persuasiveness with Secretary Byrnes, we 
were supported by the Secretary. That is the reason we won the 
fight. 

Immediately Secretary Byrnes left the Department at the beginning 
of 1947, Mr. Donald Russell left with him. 

Mr. Grimes. Who succeeded Mr. Byrnes? 

Mr. Brapen. Geners! Marshall. The day that General Marshall 
was sworn in, and I don’t remember the exact timing, but I know that 
it was astonishing, the speed with which Mr. Panuch was thrown out 
of his office. 

We had barely gotten General Marshall sworn in as Secretary of 
State when Mr. Acheson called a meeting and informed us that Joe 
ae was already out. It was sort of “the day before yesterday” 
ie did it. 
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Mr. Dunn went to Italy as Ambassador. Mr. Henderson went to 
India later and now is in Iran. 

I withdrew from the Department at the middle of 1947, approxi- 
mately a year and a half later. 

Mr. Grimes. While we are on that subject, will you state briefly the 
circumstances under which you left the Department? How did you 
first find out that you might be leaving the Department ? 

Mr. Braven. The first time when I came to Was shington to become 
Assistant Secretary of State and I was accused, completely falsely, 
of having indulged in intervention in Argentina, 1 suggested to 
Secretary Byrnes I resign at that time. 

He said, “No,” not to resign, and I felt that I would appear to be 
more or less of a tempermental soprano if I did, so I stayed on. 

ut I was having some terrific fights. I was completely in dis- 
accord with the lack of support for sound policies where I found 
the most opposition was in meeting of representatives of many dif- 
ferent officers and divisions, and from agencies outside the Depart- 
ment. 

We practically had young Soviets. I had the responsibility for the 
conduct of our affairs with Latin America, but I found that in these 
meetings there would be anywhere from 2 or 3 up to 20 or more people, 
all with the same color of authority that I had; and, wherever | 
tried to defend American legitimate interests, these people were all 
opposed to private enterprise and to our system and way of life. 

I wanted to get out. 

I may say I think there was a mutuality about the situation. I 
wanted to get out, and I guess they probably wanted to get me out. 

Mr. Grimes. Did you learn that you might be leaving ? 

Mr. Braven. Yes. I wanted to do it as quickly as I could. 

Mr. Grimes. From some other source, did you learn ? 

Mr. Braven. I have a clipping here Mr. Reston published in the 
New York Times that I no longer had the support of the President. 
I have my memorandum of conversation with Mr. Reston, of the 
Times, in respect of his article at that time. 

Mr. Gries. Did you read in other newspapers that you might be 
leaving? 

Mr. Brapen. Mr. Bert Andrews called me, he having been a friend 
of mine, and told me I was on the way out and nothing could be done 
about it. 

My special assistant and very close friend, Mr. Jim Wright, told 
me the same thing.’ I had to get a bit tough about it and say I was 
going to get out with dignity and in the right way, and I did. 

But I was anxious to get out, as anxious as anybody would be to 
have me get out of the Department. 

Mr. Grimes. The time came when you actually submitted your 
resignation and it was accepted by President Truman; is that correct ? 

Mr. Brapen. Yes, sir. 

Mr. Grimes. That ended your diplomatic career of some 13 years; 
is that right? 

Mr. Brapen. Yes. 


2 Extract from letter of Mrs. James Wright to Maria and Spruille Braden dated Novem- 
ber 1, 1953: “Jim said, “The tops are after Spruille’s hide. It worries me because he’s 
doing a grand job, but they are trying to get him I'm afraid it will be an out-and-out 
firing if he isn’t careful.’ When I pressed him for more informs ition he, as was his habit, 
said, ‘I ean’t go into details. You wouldn't understand.’ 












INTERLOCKING SUBVERSION IN GOVERNMENT 1377 





Mr. Gries. I presume, having served your country for 13 years, 
you paid a call on President Truman to say goodby ? 

Mr. Brapen. Yes. . 

Mr. Grimes. And you talked with him, did you? 

Mr. Brapen. Yes. 

Mr. Grimes. For about how long? 

Mr. Brapen. I would say 10 or 15 minutes. 

Mr. Grimes. During the course of that conversation, did he criti- 
cize any of your actions over the period of 13 years? 

Mr. Brapen. No. He couldn't, because he had written a letter 
highly praising me for all of my service during the 13 years I had 
been in the Department. 

Mr. Grimes. During the course of that conversation, did he thank 
you for your services of some 13 years ¢ 

Mr. Brapven. I don’t think so. I don’t recall his doing so. He 
might have. 

Mr. Grimes. What happened during this conversation ? 

Mr. Brapen. Frankly, it was a conversation that I don’t think 
worthy of putting in the record. It was largely the discussion of a 
cabardine suit I had on. 

Mr. Grimes. That ended your service ? 

Mr. Brapen. That ended my service. 

Mr. Grimes. Had you, from time to time while you were American 
Ambassador in Cuba, sent warnings to the Department of State that 
there might be trouble with the Communists ? 

Mr. Brapen. Yes; I began in 1941. 

I would like, if the committee is agreeable, to just give you a little 
bit of what I sent in. 

In 1941 from Colombia I warned the State Department that the 
Communists were working hand in glove with the Nazis distributing 
propaganda of the Nazis throughout Colombia. 

Then in 1942 when I arrived in Cuba, my first conversation with 
Dr. Saladrigas, the Prime Minister, discloses that I told him I was 
very much concerned about the situation of communism. This is 

early 1942 in Cuba—very much concerned about communism in Cuba 
aed throughout the he ‘misphere. 

Then from that time on there are a long series of dispatches. I 
have a list of some of them that I can give to you for the record, but 
I will read this one, dated July 22, 1944: 

Attention is respectfully invited to my several dispatches commenting on the 
strong, intelligent, and efficient Communist organization in Cuba; their drive for 
Negro membership; their tie-in with the Russian Legation; the unnecessarily 
large staff in that mission; the Communists’ employment of secret inks and 
ciphers; * * * No one could be more convinced than I of the imperativeness 
of friendly relations being built up in every way between the Russians and our- 
selves— 
we were allies and naturally I couldn’t say they were just no good, so 
[ had to put in some reservation 
but we must be realists and the aforelisted items at least engender a suspicion 
that the Russians have some ulterior motive in respect of this hemisphere. 


I would like to put that document in the record. 


$2918°—54—pt. 19 3 
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(The material referred to was marked “Exhibit No. 359” and is as 
follows:) 


Exuipir No. 359 
HABANA, July 22, 1944. 


ForREIGN INFLUENCES AND ACTIVITIES IN CUBA 

Russian 

Attention is respectfully invited to my several dispatches commenting on the 
strong, intelligent, and efficient Communist organization in Cuba; their drive 
for Negro membership; their tie-in with the Russian Legation; the unneces- 
sarily large staff in that mission; the Communists’ employment of secret inks 
and ciphers : No one could be more convinced than I of the imperativeness 
of friendly relations being built up in every way between the Russians and our- 
selves, but we must be realists and the aforelisted items at least engender a 
suspicion that the Russians have some ulterior motive in respect to this hemi- 
sphere. Whether it be a species of imperialistic policy or some other reason is, 
of course, pure speculation, but the fact remains that if in the postwar era 
differences of opinion should arise between the Russians and ourselves, the 
former in a matter of hours only could throw Cuba into a general strike, with 


such chaos resulting as to cause us serious concern, 


4 % Pa * * * 
SPRUILLE BRADEN, 
Ambassador of the United States. 


Mr. Brapen. I have another memorandum prepared at the latter 
part of that year, more or less going along the same lines, that I would 
like to put in the record. 

(The material referred to was marked “Exhibit No. 360” and is 
as follows:) 

Exuisir No. 360 


I particularly wish te refer to a memorandum entitled “Examples of Failure 
by the Division of American Republics to Support the Embassy.” This was 
attached to a memorandum for the Department dated July 22, 1944, and con- 
sisted of 91% pages citing 28 distinct items It did not include the incident of 
the White mission. 

Items 1, 2, 5, the last half of 7, and parts of several other items treat of such 
delicate matters that they could only be discussed in executive session and with 
complete assurance of secrecy. 

The other items may be summarized as follows: 

Item 3: An American-owned sugar mill in Cuba which had operated on mostly 
a losing basis, i. e., making a profit in only 2 years out of the previous 22, burned 
down immediately before the cutting season began. The Prime Minister hap- 
pened to tell me one evening when he was in my office at the chancellery that he 
proposed to “intervene,” i. e., take over this sugar mill, as he had found Mr. 
David Keiser, head of the American company, unreasonable. I pleaded with 
him to defer all action until I personally had talked with Mr. Keiser. This I 
did the next morning, thereafter bringing the Prime Minister and Mr. Keiser 
together and arranging a mutually satisfactory accommodation of the matter, 
for which both thanked me. 

The problem, in essence, was to find employment or, at least, wages for 
the sugar-mill workers during the ensuing season. When this accommodation 
had been reached, I earnestly requested both the Prime Minister and Mr. 
Keiser, in anticipation of the sugar crop a year later, to take adequate steps to 
find other employment for these employees. The fieldworkers did not enter 
into the problem and Mr. Keiser’s company owned other sugar mills which could 
more profitably grind this sugar. In fact, this particular sugar had been trans- 
ported past 7 other mills in order to get to the 1 which had burned down. 

Mr. Keiser did get a number of the employees located in other places, I believe, 
some even in Florida. But a year later, the Prime Minister intervened the mill 
anyway. 

Shortly after the seizure of this American-owned mill in September 1943, 
Cuban Government officials as well as the company’s lawyer received the im- 
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pression from a high official of our Government that the Department was not 
particularly concerned in the matter and considered that it would have been 
wiser had the company agreed to rebuild this unprofitable mill. This same high 
official expressed exactly the same sentiments to me personally. These asser- 
tions to the Cuban representatives unquestionably contributed to the subsequent 
difficuties which arose, convincing the Cuban Government that it was in the 
right and that the United States Government would not defend these property 
rights of its citizens. A series of recommendations in the premises by me were 
rejected by the Department. Warnings by me as to what action might be taken 
by the company similarly were not acted upon. 

The result of all this was that the Embassy and I personally were placed in 
an extremely embarrassing situation. The situation was rendered much more 
difficult than it otherwise would have been and, of course, a definite precedent 
was set, that the Department of State would not protect the property rights of 
, . is citizens. 

Fortunately, the subsequent sale of the mill to some Cuban interests solved 
the immediate problem, but the attitude of the Department, and its failure to 
support the Embassy, left the fundamental principles not only unsupported, but 
greatly weakened, and established the theory that a foreign government could 
force a United States company to operate on an unprofitable basis and to in- 
vest money in said unprofitable operation. 

Item 4: This was an equally reprehensible stand by the Department which, 
however, did not involve loss for any American concern or individual, but rather 
for the United States taxpayers. 

Item 6: In April 1952 the municipality appointed an intervenor and took 
over the operation of the branch office in that town for the purpose of paying 
itself out of receipts approximately 371,000 pesos which the municipality claimed 
was due for taxes for the years 1928 to 1942. The right of the municipality to 
take this step rested on flimsy legal grounds and it was clearly apparent that 
what was really involved was an attempted shakedown on the part of the 
notoriously corrupt city council. 

After efforts to compose the situation through informal discussions had failed, 
the Embassy recommended that an official protest be made. The Department re- 
quested the Embassy to submit to it the text of this proposed note, which text was 


: weakened and the word “protest’’ was deleted, the Department substituting 
f therefor an expression of “hope” that the Government would so something about 


it. This contributed to the further delay experienced by the Embassy in having 
the seizure of funds suspended, action to that effect not being taken by the Gov 
ernment until January 27, 1944, by which time over 153,000 pesos of company 
funds had been seized by the municipality. No Cuban official has expressed the 
opinion that as a practical matter there is any possibility of the company’s recov- 
ering these funds in the event it wins its various pending suits contesting the 
right of the municipality to collect the taxes in question. It may be mentioned in 
this connection that the case does not involve an attempt to avoid payment of 
taxes, but an attempt on the part of the municipality to collect taxes hitherto 
payable to the central Government. 

Item 7: When it became apparent that heavy demand for priorities to proceed 
to the Dominican Republic in February 1944 was to be expected, the Embassy 
recommended that priorities be issued only to delegates themselves and not to 
their wives or to athletes. This recommendation was accepted notwithstanding 
which on February 14 the Embassy learned indirectly that a priority had been 
issued to the wife of one of the American delegates. A telegram was immedi- 
ately sent to the Department pointing out the difficulties and embarrassments 
which this might be expected to cause. No reply was received to this message, 
but instead an urgent unnumbered circular was transmitted to the field author- 
izing the issue of priorities for the wives of all delegates. Since the circular was 
not sent until the day on which most of the delegates were proceeding to the 
Dominican Republic, the news produced irritation and ill will, whereas the denial 
of priorities to wives had originally been accepted in good part, as reasonable 
in view of wartime congestion of communications. 

Item 8: “The Embassy has had numerous occasions during the past few 
months to recommend the withholding of passport facilities from American citi- 
zens whose business activities had tended either to interfere with the war effort 
or to east discredit upon our country. In reply to the Embassy’s request concern- 
ing the factors taken into consideration by the Department, a memorandum 
was received which indicates that there is considerable reluctance in the Depart- 
ment to deny passport facilities to persons in the foregoing category notwith- 
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standing the harm which in the Embassy’s estimation may result from their being 
permitted to travel.” 

Item 9: This involves an attack on the integrity of the President of the United 
States. 

Item 10: This involves a situation on which the Embassy had repeatedly re- 
ported to the Department but was never able to elicit any interest whatsoever, 
Finally, the condition became so bad that another agency of the United States 
Government protested to the Department, whereupon the latter expressed to the 
Embassy its great alarm over the shocking allegations made by the other 
agency of the Government and demanded a report thereon from the Embassy, de- 
spite the fact that the Department files were filled wih protests from me. 

Item 11: This involved a similar case of reported protests by the Embassy to 
the Department, to which no response was ever made. But again, when a report 
from another branch of the Government was received by the Department, al- 
though it differed in no essential particular from the several protests I had sent 
in, the Department then came along. 

Item 12: This involved a situation where the Embassy, after careful investiga- 
tion, recommended in the strongest possible terms certain action by the Depart- 
ment in respect of vitally scarce materials needed for the war effort. Despite 
this fact, the Department took a stand directly contrary to that of the Embassy. 

Item 18: This involved the matter of just compensation to a great many 
United States individuals and corporations, mounting into the millions of dollars. 
The Department failed to respond to Embassy dispatches and otherwise took a 
completely wishy-washy stand 

Item 14: This involved a strong recommendation made to the Department 
on Which the Department simply failed to comment or acknowledge. 

Item 15: This concerned my proposal in a speech to be delivered on September 
22, 1948, to declare that while my Government had the greatest desire to see 
Cuba prosper and that her people would make wise selections in the elections, 
these elections were none of our business nor that of our nationals and that, 
accordingly, every United States citizen, individual or corporate, should refrain 
from exercising any influence by contributions or otherwise in the Cuban elec- 
tions. The Department refused its support. 

Item 16: This involved a visa case in which the Department first endeavored 
to overrule the Embassy and subsequently, when I supported my consul in his 
decision, the Department informed interested parties that it washed its hands 
of the matter. 

Item 17: No comment 

Item 18: This involved the leakage, from the Department, of information trans- 
mitted in confidential despatches to the Department. This information was made 
available, at least in substance, to the United States company involved. 

Item 19: This involved a case where the Department quotes information 
“from a confidential source within the Government” and instructed the Embassy 
to take this information into account. These reports were utterly unsubstan- 
tiated and ran counter to the accurate reports sent to the Department from the 
Embassy under more recent date 

Item 20: This involved a matter wherein the Department promised to take 
a forthright stand when, in point of fact, it took a weak position. 

Item 21: This involved the item of import tax of 2 cents per package which 
had been under discussion for 5 years as a violation of our trade agreement. 
The Cuban Government never denied our claims that it conflicted with the 
trade agreement. Despite these prolonged and multiple discussions, the De- 
partment would never go further than to say it “would appreciate an indication 
of the Cuban Government's position 

Item 22: This represents another visa case, wherein a thoroughly disreputable 
United States attorney received the support of the Department despite the Em- 
bassy’s protests. 

Item 23: “The Embassy’s attention was first drawn to the plans of an Ameri- 
can group headed by Frank Cohen to construct a vegetable dehydrating plant in 
Cuba early in 1943. The Embassy reported adversely on the program of the 
American Dehydrating Co. and in its A-2147 of October 22, 19438, questioned 
the company’s ability successfully to complete its program. As a result of 
continued careful study of this program, the Embassy sent increasingly strong 
suggestions to the Department with a view to having the United States Govern- 
ment cease granting export assistance to the American Dehydrating Co. Nothing 
was done to prevent the situation from growing worse in spite of the Embassy’s 
recommendations, supported by evidence of serious mismanagement, disruption 
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of Cuban agricultural economy, injury to United States-Cuban relations, et: 
‘rom several sources the Embassy has now been informed that its appraisal of 
the situation was correct, as the affairs of the company in Cuba are now in an 
insoluble muddle. 

“Not only did the Department fail adequately to support the Embassy's force 
ful recommendations, but in some way or other the contents of the Embassy's 
strictly confidential A-1109 of May 24, 12:30 p. m. (1944) came to the attention 
of a member of the company. This is only one case of a leakage in confidential 
information in this case among several which have come to the Embassy’s atten 
tion. Needless to say, these leaks seriously compromised the Embassy's position 
and weakened its ability to protect the best interests of the Government. 

“On the other hand, there are many cases which could be cited wherein a firm 
policy by the Embassy resulted in the successful adjustment of many analogous 
problems.” 


' Mr. Brapen. I brought that document up to Washington. I spoke 
about that first memorandum in the Secretary’s staff committee that 
was presided over by Under Secretary of State Ed Stettinius in a top 
echelon meeting. They had war maps up and we had a briefing on 
what was happening on the battlefronts and what our plans were. 

At that time I sounded the alarm. Then I came up 6 months later 


Sian eae 


and left this memorandum entitled “Agenda for Washington”. 
; (The memorandum was marked “Exhibit No. 361” and is as 
# follows :) 


Exuipnit No. 361 


5 emia 


AGENDA FOR WASHINGTON 


* 2k a a HE ed 
(b) Leftist movements 
1. While fully appreciating the imperativeness of maintaining friendly rela- 
tions with the U. 8S. S. R., nevertheless the activities of Soviet representatives and 
j of Communists in general and the connection between the two and the common 
pattern which is shown by them in the different republics warrants our most 
careful and intelligent observation. 

2. What may be the objectives pursued by the Soviet and the Communists is 
not yet clear, but the fact remains that for instance in Cuba, should the United 
States Government appear to Stalin to be too intrusive in European affairs, it 
would be possible through agitation, such as a general strike, to give us a head 
ache practically on our own doorstep which might induce us to abandon our 
activities abroad. (My comments in various dispatches on the CTAL, CTC, 


, and the radical Auteptico groups merit consideration. ) 

‘ x x * > * * . 

‘ That is the memorandum that disappeared from the files of the State 
tf Department until a Senator on the Foreign Relations Committee 
. § a forced the State Department to get it out. 


This isthe way I got acopy. They sent a copy to me. 

Then on April 5, 1945, in a dispatch I wrote, entitled “Policy Re- 
specting Dictatorships and Disreputable Governments,” I made cer- 
- & tain statements in this latter connection. 

I suggest that that go into the record, also. 
p (The material referred to was marked “Exhibit No. 362” and is 
as follows :) 


; Exuisit No, 362 

Hapana, April 6, 1945. 

e Subject: Policy respecting dictatorships and disreputable governments. 

: “In this latter connection, we must not ignore what, as I have frequently 
e reported, may prove in the postwar era to be the most dangerous and insidious 


threat of all to the American mode of life and to democracy—communism. 
And it is well to bear in mind that the laws of action and reaction cause the 
dictators to prepare the most fertile soil for that disruptive ideology.” 
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since it may well be that in the postwar era, after we have laid down 
our military arms used in defense of democracy, we will be confronted with an 
even more dangerous attack, which our enemies may well camouflage in the 
spurious robes of a false demo racy.” 

“Therefore, even implicitly to evidence an apparent approval of the dictators 
may not only entrench them, but may serve to spread the system elsewhere and 
so discourage the people as to induce the acceptance of “anything for a change, 
be it nazism, falangism, or communism.” 

Mr. Brapen. When I was in Argentina as Ambassador, I sent two 
telegrams, dated July 5 and July 8. 

Mr. Grimes. What year? 

Mr. Brapen. 1945, July 5 and July 8. Both of them were directed 
for the President and the Secretary of State. They were that im- 
portant. 

Mr. Grimes. Why did you send them at that time? 

Mr. Barven. I sent them in anticipation of the Potsdam Conference. 
You can get why I sent them from these notes that I made of the 
July 8 telegram, and what it contained. 

My notes say that— 

I cabled the Department today, top secret for the President and Secretary, that 
Ambassador newly arrived from Chile discussed with his staff pos- 
sible secret alliance 

I will have to put in some blanks here because it would be improper 
to bring out some of the names 

between and and Peron to get together with Russia against 
the United States. I observed that there was no concrete proof except that 
the last two mentioned were in touch and were willing to use the Soviet to 
offset our influence in Latin America. 

Example: — - mission to . Peron declaration to Cue— 


He was the owner and editor of a large Cuban paper— 


and to me, that Argentina would get together with Stalin if we didn’t dance 
to his tune. 


That is, to Peron’s tune. 


Also bear in mind — get-together with ; old story of dictators 
joining anyone to retain power. Other sources report Bolivia might join such 
a union, plus militarists. All this ties in with Nazis open boasts in 
Argentina they may have lost the war, but would win the postwar. Recall 
previous Nazi-Commie alliance 


Hitler and Stalin. 


In light of all this I repeated my strongest urgings of July 5 cable that Truman 
and Churchill discuss with Premier Stalin all aspects of Soviet activities through- 
out Latin America, even though the latter might not wish to jeopardize present 
good relations with us for the chimera of less valuable gains in Latin America, 
hut get-together with those dictators would give Stalin fine trading card. 

I recalled my repeated reports from Habana that Russia was using Com- 
munist organizations and activities in Latin America as an instrument of 
Soviet power politics rather than these activities being the spontaneous will of 
popular masses, 

I went on: 


Soviet power politics to be utilized if, as, and when the occasion arises. 
I concluded: 


We must omit no precaution. 


I never got an answer from that. Secretary Byrnes told me he 
never saw that telegram. 
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I, therefore, assume that the President never saw it. What hap- 
pened to it, I don’t know. 

When I came to Washington on December 6, 1945, I gave a memo 
randum to the Secretary, the Under Secretary, the counselor of the 
State Department, Mr. Cohen, Mr. Matthews of the European Divi- 
sion, that: 


The Communist Party organizations are now, as prior to our entry into the 
war, attacking us and our policies at every opportunity. For example, Ambas- 
sador Bowers, in Santiago, reports Cuban Communist Blas Roca, one of the top 
ranking hemisphere Communists, 


et cetera. 
I would like to put that memorandum into the record. 


299 


(The material referred to was marked “Exhibit No. 363” and is as 
follows:) 


ExHisit No. 363 
DEcEMBER 6, 1945. 
S—The Secretary. 
U—The Under Secretary. 
C—The Counselor. 
EUR—Mr. Matthews. 


The Communist Party organizations are now, as prior to our entry into the 
war, attacking us and our policies at every opportunity. For example, Bowers 
in Santiago reports Cuban Communist Blas Roca (one of topranking hemisphere 
Communists), while on visit to Chile, made vitriolic denunciations of us as 
“monopolistic, imperialistic,” and as beng against “truly democratic forces and 
working classes.” Similar attitude is evidenced by Communists all over Latin 
America and by related groups within the United States. 

Communist anti-United States action throughout the hemisphere is so coordi- 
nated and synchronized that there is no doubt that it is being directed from one 
central point. In my — - of July 8 from Buenos Aires, I recommended that 
this subject be discussed by the President with Stalin at Potsdam. I still feel 
this general subject should be explored fully and energetically at the highest 
levels. 

SPRUILLE BRADEN. 
A-Br :JHWright : JW/SV. 

Mr. Brapen. That same day I presented a memorandum to the 
Secretary’s staff committee in which I said more or less the same thing. 

On June 12, 1946, we received a cablegram, and I will introduce this 
into the record. 

The Cuarrman. It may go into the record at this point. 

(A memorandum from Mr. Braden to the Under Secretary, refer- 
ring to and quoting from the cablegram referred to was marked “Ex- 
hibit No. 364” and is as follows :) 


Exuipir No. 364 


JUNE 12, 1946. 
U—The Under Secretary. 
Subject: Moscow’s [communication], June 6, 


The following comments appear pertinent: 

The USSR is not so much “doing everything possible to ingratiate itself with 
Argentina” as it is attempting to exploit every move we make, good or bad, in 
order to embarrass us. 

It must be borne in mind that economically, politically, and otherwise there 
is no sound enduring basis for any substantial trade or relations between Argen- 
tina and Russia. 

On the contrary, mitigating against the USSR permanently “achieving danger 
ously influential position” are such powerful forces as the Catholic Church, the 
majority of the Argentine people, the Navy, important Army sectors, and finally 
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the adverse reaction of the other American Republics. About the only way that 
communism and therefore the USSR could get a real foothold in Argentina would 
be as a reaction from a protracted period of a demagogic-military dictatorship. 

The above-mentioned cable warns that “our actions during the next few 
months may well determine whether USSR or USA is to win out in Argentina.” 

This warning seems to parallel the type of thinking which has led persons in 
and out of the Government to urge that we immediately come to an understand- 
ing with Peron. It suggests that the intricate, difficult, long-pull problems of 
relations among nations can be resolved like military engagements if forces in 
strength are brought into play at the right hour of the right day. 

If the USA were to be “panicked” by fear of Russia into appeasement of Peron, 
the consequences will be disastrous—disastrous because Peron will never sur- 
render the advantage he enjoys through playing us off against the Soviets; and 
the only encouragement he requires to play the game again and again and again 
is further evidence now of weakness or vacillation by us. 

Rather than yield to such fears, we should make it clear that if Peron prefers 
to follow the Soviet Union, we are so strong and confident of our principles and 

ur position as to remain unconcerned. Reports from Buenos Aires already 
indicate that the old line and especially the Catholic press is worried about the 
precipitous reestablishment of diplomatic and commercial relations with the 
Soviet Union. If Peron is satisfied that we are not going to be bluffed into 
appeasement by his maneuvers with the Soviet Union, he will soon be deterred 
from actual collaboration with the Soviets by the influence mentioned in para- 
sraph three above. In other words, there is a substantial measure of bluff in 
the Peron play toward the Kremlin. He unsuccessfully tried this same bluff on 
me a year ago in Buenos Aires. 

Argentina has been one of those problems which too many people have classified 
as a passing headache to be cured by the powder mentioned in your recent 
address 

It is in fact a very deep-seated illness which began more than 50 years ago 
and which is more acute now than at any other time. By despatch in September 
1937 I warned the Department in these particulars. 

If we try the headache-powder approach, it will be due to faulty diagnosis 
and might create the illusion—for a brief but dangerous period—that we have 
cured the ailment, whereas in fact we will not even cure its minor manifestations. 

SPRUILLE BRADEN. 
\-Br/S: CBSpaeth: SBraden: akh 

Mr. Brapen. A telegram had come in from our Embassy in Mos- 
cow about the relations between the Soviet and Argentina, the Peron 
regime there. 

I gave a full sounding alarm again. 

On May 12, 1947, I put out an instruction to my principal assist- 
ants—Briggs, Wright, Mann, Woodward and Barber. I would like 
to supply that for the record and I will read a little of it. 

It Says: 

On the basis of first things first, we should begin by putting our own house in 
order. This will set an example for others to follow and so preserving and in- 
creasing our economic and financial potential that private enterprise can func- 
tion effectively— 
et cetera. 

(The material referred to was marked “Exhibit No. 365” and is as 
follows. ) 

ExuHipBit No. 365 
ARA—Mr. Briggs 
A-Br—Mr. Wright, Mr. Mann 
ARA—Mr. Woodward 
CRB—Mr. Barber 
Subject: Combating communism. 

WFB’s initiative gives a good chopping block. I thoroughly agree our ap- 
proach must be constructive, positive, honest and dynamic. If it is such it 
should be convincing and effective. 

Re WFB's memo, the following immediate comments occur to me: 
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1. We are already “considering steps to discourage growth of Communism” 
in Latin American Republics. As I outlined at meeting in my office we have in 
mind: 

(a) Raising of living standards. This will be a long arduous undertaking, 
with a great many obstacles in the way. With manifest exceptions this can 
only be carried out by private enterprise. Unfortunately, many of the re- 
publics will have “to learn the hard way.” 

(b) We are proceeding with such palliatives as the ITAA. 

(c) Department’s OIC program perhaps is doing some good. But a de- 
tailed analysis of it should be made—as we did with ITAA. We must have 
the facts. 

In this connection I like my suggestions to Benton (see memos) re employment 
of ridicule and exposition of facts about living conditions in Communist domi- 
nated countries. 

(d@) <A most important consideration is problem posed by Pedro Cue—how 
to offset the emotional appeal of Communism to the emotional Latins (in- 
cluding those with Negro and Indian strains’). 

(e) Also we have given encouragement to the A. F. of L. in its efforts to 
establish an anti-Communist grouping of trade unions throughout the hemis 
phere. We have likewise encouraged such anti-Communist popular leaders 
as Ibanez of Chile and Haya de la Torre of Peru. 

(f) Our approach must be firm, fair, constructive and dynamic. 

(9g) On the basis of “first things first,” we should begin by putting our own 
house in order. This will set an example for others to follow and so preserve 
and increase our economic and financial potential that private enterprise can 
function effectively. Thus by investment and purchases abroad we will be able 
to assist the economies of other countries. 

In this connection, it is pertinent to observe that the much discussed “test 
between democracy and communism” cannot presently be made in any nation of 
this hemisphere—including the United States of America—because the large 
measure of Government controls (statism) manacles democracy and its com 
ponent, free, competitive private enterprise. 

(h) Most important of all: We cannot live in the same world with this 
completely divergent ideology—as for “one world” talk, it is stupid. We can- 
not do business as individuals or as a Nation with crooks and murderers. 
That is what the Commies are. Let’s recognize this fact and act acordingly. 

To the foregoing there might be added my urgent recommendation (prior to 
Potsdam Conference) that we have a showdown with Moscow on what they are 
up to in this hemisphere. 

Similarly, the line I have followed in conversations with Latin American 
representatives is, I believe, helpful, viz: emphatically damning every facet 
of communism and denouncing the Commies as dishonest and dangerous, ex- 
pressing confidence that given a fair break, we can beat them hands down, 
but insisting on the folly of permitting a Communist to hold any public office 
in an American Republic, since they, themselves, confess that their first loyalty 
is to Russia. 

2. Manifestations of communism in this hemisphere self-evidently are part 
of world phenomenon and should be coordinated accordingly. 

I do have definite reservations (as per 1 (a) and (g) above) as to employ- 
ment for this purpose of “funds and credits” with other American Republics. 

3. I agree re need to analyze other leftist movements. However, I am op- 
posed to utilizing Trotskyites, anarchists and such. Probably Socialists can be 
used, but always bearing in mind that they form, at best, a transition from 
democratic-capitalism towards communism. 

4. I have always maintained that to join with Fascists and ultra-reaction 
aries in “common cause” against communism is against principle, foolhardy 
and will greatly weaken us in the struggle to defeat totalitarianism of every 
variety. 

5. I fear the gathering at the Vatican—and the sending of Spanish instead of 
American priests to Latin America—will lead to more reaction or fascism, 
which in time will strengthen the Communists. 

SPRUILLE BRADEN,. 
A-Br: SB: sv 


Mr. Brapen. I then have without date another memorandum, but 
I recall that it was shortly after Secretary Marshall took over as 
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Secretary of State. I have notes on it entitled, “Immediate pohey 
matters.” 

I began that by saying that there are listed below three problems 
requiring the immediate attention of Secretary Marshall in connec- 
nection with our relations with the other American Republics. 

In each case a brief statement of the problem itself is accompanied 
by an amplifying memorandum. 

(The material referred to was marked “Exhibit No. 366” and is 
as follows: 


Exurpit No, 366 


For THE SECRETARY IMMEDIATE PoLicy MATTERS 


There are listed below three problems requiring the immediate attention of 


Secretary Marshall in connection with our relations with the other American 
Republics. In each case, the brief statement of the problem itself is accompanied 
by an amplifying memorandum : 

% % * 


COMMUNISM AND FASCISM IN LATIN AMERICA! NECESSITY FOR DEVISING COUNTER 


MEASURES 


Although Communists still represent only a fraction of the population in most 
Latin American countries, Communist strength has undeniably increased greatly 
since the end of the war and is a source of serious and growing concern to this 
Government While each of the Latin American countries has the primary 
responsibility for handling this matter, this Government should give immediate 
thought to the formulation of measures in the political, economic, and cultural 
fields to stem Communist expansion 

An important related problem is the affinity between totalitarianism of the 
left and of the right, and the facility with which Communist totalitarianism can 
merge with Nazi-Fascist ideology. 

The long-range solution of this problem lies in increased per capita produc- 
tion and increased prosperity in Latin America which will permit overall better- 
ment of living conditions and the elimination of certain social maladjustments, 
the existence of which now makes Latin America so fertile a field for totalitarian 
penetration. 

% a: % % * . 


COMMUNISM IN LATIN AMERICA 


Communist influence in Latin America in recent years has increased con- 
siderably. Official Communist Parties now operate openly in 13 countries in 
Latin America and are strongest in Chile, where the Communists participate in 
the Government, and in Cuba, where the Communists hold the balance of power. 
Communist influence in strategically important Brazil, Panama, and Venezuela 
is making itself felt increasingly and the majority of Latin American labor 
organizations are dominated by Communist sympathizers. 

Fundamental economic ills, temporary maladjustments caused by the war, 
and the rising tide of nationalism have been important factors in facilitating the 
increase of Communism in the other American Republics. 

One of the most disturbing features of the Communist movement in Latin 
America at present is its consistent anti-United States propaganda line. Be- 
cause of such propaganda, the Communists constitute a highly vocal group 
directly opposing hemispheric solidarity. Other aspects of the Communist inter- 
national line in Latin America are (1) support of Soviet foreign policy, (2) 
advocacy of “nonintervention,” (3) support of big power unity, with the under- 
standing that the U. S. S. R. will be upheld in case of disagreement, and (4) the 
superiority of the Soviet economic and social system. Internally, Communist 
groups (1) seek to increase their power by capitalizing on economic difficulties, 
(2) identify Communist interests with those of the working classes, and (3) 
support nationalistic aims, including sponsorship of vicious attacks on all United 
states enterprises. 

Communist propaganda in Latin America follows, with minor variations, the 
lead of the U. S. 8. R., although it appears that there are few direct ties between 


“ote 
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local Communist Parties and Moscow. Policy guidance is furnished by the 
Soviet press and radio. Credible evidence of direct contact between Soviet 
diplomatic missions and local Communist Parties is lacking and Soviet officials 
in Latin America have, in general, confined their activities to the molding of 
public opinion favorable to the U. S. S. R. and the promotion of Soviet political 
and economic aims through foreign trade. 

Mr. Braven. The third one of those problems is communism in this 
hemisphere, which, I said, requires his immediate attention. 

The CuHarrMan. To whom was that sent ? 

Mr. Brapen. To Secretary Marshall, prepared by my staff at my 
direction. 

The CHatrMan. Do you know whether or not he ever received it ? 

Mr. Brapen. Of course he received it.. I never received any ac- 
knowledgement. 

To the best of my knowledge and belief all of these warnings I sent 
in through the years beginning i in 1941, I never received any acknowl- 
edgment on that I recall. If there was any, it was purely pro forma. 

When I got to the State Department and I wanted to discuss these 
matters, I was never able to do it. I had the sensation of walking up 
the stairs in the dark and thinking there is another step, come down, 
with a jolt or punching a pillow is probably a better ere 3 

The CHarrMan. Would it be a fair statement to say that, in your 
relations with the State Department during your tour of service, | Pec 
the memorandums you have received, that the United States Depart- 
ment of State was pro-Communist ? 

Mr. Brapen. I don’t know that I would say that. I can speak from 
my own knowledge, but I got no results. My warnings were un- 
listened to. 

When an important Ambassador, and, after all, as Ambassador to 
Cuba and Argentina, I might be in that category, when he sounds 
warnings and as Assistant Secretary of State he cannot get dis- 
cussions of these matters and get any action taken, that in itself 
shows a very dangerous and serious pattern. 

The CuairmMan. If it was not pro-Communist, there was something 
radically wrong? 

Mr. Brapen. My feeling was there were relatively few Communists, 
but there were an awful lot of State interventionists, collectivists, 
“do gooders,” misinformed idealists and what-not that were easily led 
and were in effect the puppets of an unidentified “they.” 

I say “unknown”; we do have Hiss and White and some of those 
names coming out now, but the great majority were the puppets of 
those unidentified people. That very definitely is my feeling and it is 
the reason why I am so alarmed today about the future of this country. 

Senator Watkins. Do you not think there has been a reform since 
that time ? 

Mr. Braven. I haven’t been able to see it. I don’t think so. I am 
not inside Government. Therefore, perhaps it is unfair for me to 
express an opinion on something that I am not intimately connected 
with. But when I see what is going on, when I see the fact that we, 
for some years, despite my going to Washington and begging that 
something be done about the situation in Guatemala, and that nothing 
was done about it until recently—then what is done is ineffective. 

Senator Warxrns. Have you heretofore testified about the Guate- 
mala situation ? 
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Mr. Brapen. Yes. In fact, in my December 22 testimony before this 
committee in New York I gave a copy of a speech that I gave at Dart- 
mouth College on March 12 last year. 

{s a matter of fact, a year before that I had given a speech sound- 
uo the same alarm. 

To go back to the summer of 1950 after I had been in Guatemala, 
I told the Department what the situation was and what the danger 
was to us, not only about the Panama Canal, but all of the gulf 
ports with ali the ¢ hemical and oil industries and everything there. 

They were just within easy bombing range. 

Senator Watkins. To w hom did you tk lk ? 

Mr. Brapen. To Eddie Miller and I talked to his assistants in the 
state Department. I have sounded off at every opportunity publicly 
and privately on this subject. 

Senator Burier. By and large, do you still have the same people 
there? 

Mr. Brapen. I think so. That is my impression. 

Senator Burter. Some of the principal characters have been 
changed though ¢ 

Mr. Brapen. Some of the principal characters have been changed, 
but it is like when Mr. Byrnes was Secretary of State and I talked 
to him about these matters. He was overburdened with the neces- 
sity for immediate decisions, decisions that he had to make, and then 
he was continually being called off to meetings of the foreign ministers, 
to United Nations meetings. 

As I see it, I think they are doing the same thing with Secretary 
Dulles. He does not have a chance to light. 

Senator Burier. The Secretary is not in a position to really run 
the Department ? 

Mr. Brapen. Exactly. 

Senator Burter. As a matter of fact, does he run it? 

Mr. Brapen. Secretary Byrnes was not able to, because he was 
away too often. When he was, it was just one decision on top of 
anothe rthat had to be taken immediate ly. 

Senator Warxrys. In the case of Secretary Dulles. Who runs it 
when he is away? 

Mr. Brapen. That I don’t know. I assume the Under Secretary. 

The Cuamman. Have you any further questions, Mr. Grimes? 

Mr. Grimes. No. 

The Cuarrman. Mr. Sourwine, will you proced with your questions? 

Mr. Sourwine. Mr. Braden, I have a few loose ends here and I will 
necessarily have to go back and come forward over the testimony you 
have given. 


1) 
il 


Do you remember near the outset of your testimony speaking of 
certain documents concerning which you said if they had not been 
destroyed or hidden away somewhere they are in the State Depart- 
ment or in some other department ? 

Mr. Brapen. Yes. 

Mr. Sourwine. You have in mind the particular documents to which 
you referred at that time ? 

Mr. Brapen. Well, I had this experience of asking for the copy 
of this memorandum that I have mentioned, Agenda for Cuba, and 
a search was made of departmental files. 
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After 2 or 3 months I was told it could not be found. I said 
has to be found in the Embassy files in Habana. 

I am astonished we do not have it up here. I brought up several 
copies. They were not able to find them until I gave this lecture at 
Dartmouth and a Senator immediately told the Department to find 
that. I was told this by a friend of mine who added that the Senator 
was on the Foreign Relations Committee. 

When he read what I said and the fact that I had not been able to 
get a copy of that memorandum, he raised such Ned about it that 
they finally found it, not in the Department central files, but in the 
Bureau of Inter-American files, stowed away. 

Mr. Sourwine. I wondered if you had in mind any particular docu- 
ments you had seen and were able to tell us where they were in the 
Department at the time you were there. You were talking about 
documents there while you were in the Department as Assistant 
Secretary. 

Mr. Brapen. We already had great difficulty in finding documents 
when I was Assistant Secretary of State and even before that, when I 
would come back from my missions. Whether that was sheer inefli- 
ciency or not, I don’t know. 

IL asked for a dispatch that I wrote September 27, 1937, from Buenos 
Aires when I was Ambassador in the Chaco Peace Conference. 

[ am told that is now regarded as classified and that I can’t have 
the copy. 

I also asked the Department, because I thought it might be inter- 
esting in relating what has happened on this research and. intelligence 
matter. 

And I go back to the days when Cordell Hull was complaining, in 
fact, did complain to me in a letter that the budget had gone above 
$15 million for the State Department and the Foreign Service. That, 
he said, was just getting too high. 

When I compare that $15 million with whatever the figure is today, 
and when I realize that the 800 good Foreign Service career officers 
that we have, and now I think it has been increased perhaps to a 
thousand or 1,300, or something of that kind—I don’t know exactly. 

Because I wrote to the Department and in order to make my testi- 
mony complete and bring out the fact that after those of us who 
opposed this research and intelligence project left the Department, 
beginning, I would say, in about 1948 or late 1947, or 1949—I don’t 
know the period there—there has been a huge growth and this swarm 
of people come into our foreign operations either in the Department 
or in the other services of mutual aid or point 4, or whatever else you 
choose. 

Those newcomers are the ones, as I said in my first testimony, that 
ure giving the career officers the bad reputation. Sure, there are some 
bad ones even in the career service, but those are the ones that are 
doing the harm. 

I wrote to the Department a few weeks ago and said: “Will you 
please give me the number of Foreign Service officers in 1947, 1941, 
and 1 * T also asked for the present- -day figure. And the same 
for the ake 

Mr. Grimes. That is for 4 years? 
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Mr. Brapen. Also the budgets on those. I get a reply from the 
Department which seems to me utterly ludicrous when addressed to 
me as a former Assistant Secretary of State, or even as just a private 
citizen. 

It seems to me that the data could be given out. The answer on that 


With respect to personnel and budgetary figures which you request, I am 
informed by the administrative staff of the Department that because of their 
complexity 


I don’t know where the complexity is. 
Mr. Grimes. You asked for 4 sets of employees for 4 years? 
Mr. Brapen (reading): 


Because of their complexity they cannot be released to you. Many requests 
for similar statistics are being made by various committees of Congress and by 
several groups studying the personnel problems of the Department. 

In answering these requests the administrative staff believes it important to 
have members of the Department on hand to answer questions and to follow 
up with respect to any further clarifying details desired. 

Mr. Sourwinr. May I respectfully suggest that Mr. Braden be 
asked to put his letter and the reply into the record ? 

The CuarrmMan. It may go into the record and become a part of it. 

(The letters referred to were marked “Exhibits Nos. 367 and 368” 
and are as follows:) 

EXHIBIT No. 367 
FEBRUARY 26, 1954. 
Hon. Rosert F. Woopwarp, 
Deputy Assistant Secretary of State for American Republic Affairs, 
Department of State, Washington, D. C. 

Dear Bos: Recently going through my files, I failed to find copy of my dispatch 
from Buenos Aires, dated September 27, 1937, entitled “The ABC Powers and 
the Chaco Peace Conference.” Probably it has been misplaced and will show up 
in due course, but in the interim, if it is not too much trouble, I wonder if you 
could arrange to have a copy struck off and sent to me. This, of course, was 
written during my tour as Ambassador and chairman of our delegation in the 
Chaco Peace Conference. It had evidenced some prophetic ability on my part of 
which I am rather proud. 

Under date of January 16, 1954, I sent Lou Halle a copy of my statement before 
the Senate Subcommittee on Internal Security, in which I defended the career 
service. My next appearance before the committee is scheduled for 2 or 3 weeks 
hence. In order to be prepared for their questioning, I would deeply appreciate 
it if you could give me the following figures: 

Number of Foreign Service career officers as of 1935, 1941, 1947, and 1953. 
Number of foreign clerical staffs for 1935, 1941, 1947, and 1953. 

Number of Department employees in 1935, 1941, 1947, and 1953. 
Department and Foreign Service budgets for these same years. 

Lastly, for the strictly confidential information of yourself and your associates, 
I am disposed to believe that the Brazilian delegation at Caracas, which hag in- 
structions to cooperate, as always, with our delegation, will do so with even 
creater enthusiasm, by reason of their being in possession of a copy of Perén’s 
speech last December to the high-ranking military officers (major and up) in 
Buenos Aires. 

Maria joins me in sending you both our affectionate greetings, 

AS ever, 

Yours, 


3 
: 
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Exuisit No. 368 


DEPARTMENT OF STATE, 
Washington, March 19, 1954. 
Hon. SPRUILLE BRADEN, 
820 East 72d Street, New York, N. Y. 

DEAR SPRUILLE: In reply to your letter of February 26, I regret that it will 
not be possible to send you a copy of the dispatch to which you refer. The 
document is classified, and in reviewing it, we in the Bureau believe that it 
Should not be declassified. Under the Department's security regulations you 
will appreciate that it would be a violation for me to send you a copy. 

With respect to the personnel and budgetary figures which you request, I am 
informed by the administrative staff of the Department that, because of their 
complexity, they cannot be released to you. Many requests for similar statistics 
are being made by various committees of Congress and by the several groups 
studying the personnel problems of the Department. In answering these re- 
quests, the administrative staff believe it important to have members of the 
Department on hand to answer questions and to follow-up with respect to any 
further clarifying details desired. 

Your hunch with respect to the cooperation of the Brazilian delegation at 
Caracas proved correct although I doubt that we would attribute it to the inci- 
dent which you mention. 

I am sorry that I cannot be more helpful to you in this reply. 

With best wishes to you and Maria, 

Sincerely, 
{s] Bos. 

Senator Warxrns. To whom was that? 

Mr. Brapen. To a friend of mine. 

Senator Watkins. I thought it was one of the officials. 

Mr. Brapen. Yes. This is a Deputy Assistant Secretary of State. 

The Cuarrman. That memorandum has been made a part of the 
record. 

Mr. Brapen. Yes. 

I would suggest that this afternoon or tomorrow morning that I 
sit down with whomever you designate and give them all of these 
various things. 

Mr. Grimes. Mr. Mandel will handle that. 

Senator Burter. Is it a fair statement to make that while the top 
echelon has changed, the people who really make the policy are the 
same people that have been there for years? 

Mr. BrapeNn. That is my conviction. 

Senator Warkrins. How do they make the policy ? 

Mr. Brapen. It is a complicated process, but it goes way down the 
line. It extends up to the United Nations in my opinion. 

First of all it may be merely somebody on the desk that is in a very 
low position. But some of these people I have described may repre- 
sent a large office. In the instances of these young Soviets, or these 
meetings in my office, these people would come in, would have the 
same color of authori ity that I had, and insist that they had to be con- 
sulted before any decision was made. They could overrule even an 
Assistant Secretary of State. I learned that several times. 

Then these collectivists, even though underlings, would draw up 
these papers proposing policies and action and with the tremendous 
volume of work coming on the top echelon, the Secretary of State, or 
even the Assistant Secretaries, fr equently they cannot go over every 
single one of these papers. The decisions are made by these people 
working at the lower levels writing these papers, writing the agree- 
ments, doing all the rest of it. 
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They are pretty cagey about it. They can make some pretty good 
arguments as to why such and such a thing should be done. They 
take advantage of their superiors’ ignorance of a given area or sub ject. 

Because of my long experience both in business and diplomacy in 
Latin America, I happen to know the idiia so thoroughly that I 
could not have that pulled on me. 

But I am sure that it is pulled very frequently there by these sub- 
ordinates all down the line. 

Until you get rid of these collectivists and their ilk, I don’t think 
you are going to cure the situation. 

Senator Warxkins. Do you know how to get rid of them? 

Mr. Braven. I have prepared a brief statement on what I think 
is the way. 

No. 1. I think this committee, as I say in the statement, should 
continue its work in order to explore not only the Communists but 
all of these other people that are around. 

Then I emphasize my experience as chairman of the New York 
City anticrime committee where we have found that it is frequently 
difficult to name names and pinpoint facts, but if we expose the pat- 
tern on the New York waterfront or the garment industry or the build- 
ing trades or the railways, whatever it may be, then we catch up 
with a lot of gangsters who otherwise we wouldn’t catch. Or if we 
do, we only get them on perjury charges, or we get them on evasion 
of income taxes, or something of that kind. 

Therefore, I am very keen about this proposition of these various 
patterns. That is the reason I refer to the pattern that I have here of 
my continued warnings being ignored. 

I have several other patterns. The pattern in these meetings in 
the State Department with these people coming in there was a very 
definite pattern in which a collectivist ideology was expressed. They 
were against private investment. They were against the protection 
of the legitimate interests of the United States. 

Senator Watkins. Have you any definite information that sort 
of thing is occurring now in the Department ? 

Mr. Brapen. I think that it is pretty apparent that it is occurring 
in the Department because our legitimate interests and our private 
enterprises are not being supported the way they should. 

Senator Warkrns. Can you give us the information as to the names 
of those who are influencing that ? 

Mr. Brapen. I can’t give the names, but I repeatedly see where the 
United States, in our business operations abroad, does not get the 
full support that we should have. 

Mr. Grimes. Perhaps you can give Senator Watkins some examples 
of that type of thing that went on while you were there. 

Senator Warxrns. I understand that, but what I am interested in 
now is the question of whether we are getting any kind of service 
in the Department. If it is the same thing, then I think we ought to 
know who is responsible for it, the names of those who are working 
as they did in the days that you were there. 

Mr. Brapen. I can’t tell who is responsible. 

The Cuarrman. He cannot name names, but it is our job to look 
into the pattern of operation. 

Senator Warxkrns. I certainly have the right to inquire if he knows 
the names. 
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Mr. Brapven. I don’t know the names today. 

Senator Warkrns. He said there were a lot of the same people that 
were there who were around today. 

Mr. Brapven. I see them around, 

Senator Warkins. You can name them / 

Mr. Brapen. In this meeting I described there were over 20. One 
I have particularly in mind came up in connection with the Havana 
Tramways Co. 

Mr. Grimes. Why don’t you tell that and who was there. Then a 
check can be made as to who is still there. 

Senator Warkrns. He said he sees them around. 

Mr. Brapen. If I can go back, I have to tell] what happened in con- 
nection with the Tinguaro Sugar Mill, because that sets the pattern 
for what happened on the tramways. 

While I was American Ambassador in Cuba, this sugar mill burned 
down. It so happened Saladrigas’ successor as Prime Minister was 
in my office at the Chancery one afternoon. He said, “We are going 
to intervene.” This isthe way Mr. Truman proposed to take over the 
steel industry. 

They were going to take over the Tinguaro Sugar Mill because the 
owners of that company had not made provisions for the mill workers. 
This mill had burned down just before the crop was to start being cut. 

It concerned the mill workers. I did not want intervention or the 
taking over of any United States enterprise. I said, “Wait a moment 
before you do that. What is wrong?” 

The premier replied: “Mr. Keiser, the president of the company, is 
unreasonable.” 

I said, “Let me talk to him.” 

I got Mr. Keiser and had a talk with him; as a result I acted more or 
less as a mediator, but reached a settlement of that disagreement for 
which I was thanked by both the Prime Minister and Mr. Keiser. 

At the time I said, “Look, this problem is going to arise again next 
year because self-evidently that mill is worse than marginal. It has 
operated for the last 20 years and only made a profit in 2 of the years. 
It would be foolish for this company to rebuild the mill. Both of 
you should get busy and see these millworkers are located at other 
jobs.” 

They both assured me they would do so. Mr. Keiser did. He got 
a number of these millworkers other jobs. 

At the end of the year, however, there were these millworkers 
hanging around, at which point the Prime Minister proceeded to inter- 
vene and take over that mill. 

When that happened, as Ambassador, I naturally felt that I had to 
protect the legitimate interests of the United States stockholders. | 
did so in a memorandum to the Cuban Government in which I said 
that if this seizure were tantamount in whole or in part to an expro- 
priation, my Government expected adequate, effective, and prompt 
compensation to be paid for this company. 

Much to my consternation, the State Department, the Office of 
American Republics Affairs did not agree with me. They thought the 
Cubans were right on this; that it was all right to take over this 
American property. 

Not only did they tell me that, but they actually told Cuban officials 
that. They told the lawyer for Mr. Keiser that. 

32918°—54—pt. 19 4 
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Fortunately, by being vigorous about it on the ground, I was able 
to make this note of mine about an expropriation without compensa- 
tion stick. 

The thing was finally accommodated by a group of Cubans buying 
the mill at a handsome price, which more than satisfied Mr. Keiser, 
and the whole thing was adjusted. 

Senator Warkrns. Are those same fellows that argued that way 
men that were in the State Department and are still there? 

Mr. Brapen. Mr. Duggan has, of course, since died. His assist- 
ant, Mr. Bonsal, is in the State Department. He is not in American 
Republic Affairs. I don’t know the division. 

Senator Warxkins. Was he one of those arguing? 

Mr. Brapen. He stated to me over the telephone that he agreed with 
the Cuban intervention; he remonstrated at my taking a vigorous 
stand and thought I was pretty much out of order. But I took it, 
anyway. 

Senator Warkrns. Can you name any more of them that were 
there? 

Mr. Brapen. If I can continue, we will get to the others. 

Then the years went by, and I got back to the State Department. 
Meantime, the Cuban administration had changed. The American- 
owned tramway company in Habana had a strike. They had great 
difficulty in adjusting the strike. In fact, it wasn’t adjusted. The 
Cuban Government proceeded to intervene and take over the Ameri- 
can-owned tramway company. 

I immediately called my successor in Cuba, Mr. Norweb, who was 
Ambassador, on the telephone. I said, “Harry, get out my notes on 
the Tinguaro sugar mill where I used the expression ‘This is tanta- 
mount to an expropriation, in whole or in part, and we expect ade- 
quate, effective, and prompt compensation,’ and put in a note to the 
Cuban Government along those lines saying the same thing. That 
may solve the situation.’ 

Harry said, “All right, I will do that, but will you please confirm 
your instruction to me by cable?” 

I was new in the Department. I didn’t know the regulations. So 
[ immediately called in my stenographer and I dictated a cable con- 
firming my instructions to our American Ambassador. I sent it on 
the way. 

That afternoon at about 6:30 or a quarter to 7, I was called by one 
of the old career departmental service people and a very fine person 
for whom I have great admiration, Mrs. Blanche Halla, who is Chief 
of the Division of Liaison and Review, which had to check everything 
going out. She said, “Mr. Secretary, you have sent out this telegr am ?” 

I sent it out. She said, “There are all of these offices and divisions 
in the Department: also there are the Department of Labor and some 
other outside agencies that all have a sayso on this. You have got to 
get their initials on this telegram before it can be sent.’ 

I knew the job of getting any number of initials on a telegram. 
Unless you took an officer and sent him around individually to each 
person to argue it out, it would take days before you could get it out. 
Any delay in this tramway matter very likely would have lost the 
opportunity to get this m: ter settled. 

So I pleaded with her. “For heaven’s sake, I have given this in- 
struction orally. The Ambassador won't act until he gets the confir- 
mation. Please can’t you get it out?” 
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She very graciously agreed to send it out without these other ini- 
tials. I suppose she was breaching the regulations, but as Assistant 
Secretary I took the responsibility. 

Senator Warxkrns. Did you get reprimanded for that ? 

Mr. Brapen. I am coming to that. 

Within 24 hours, I think, or certainly 36 hours, or thereabouts, the 
strike was settled. The intervention ceased. The company got the 
tramways back. Everything was fixed. 

About a week later, Mr. Briggs and Mr. Wright came in to me and 
said, “Good God, Spruille, you have gotten yourself into the darndest 
jam there is. You have completely violated regulations here.” 

I said, “What have I done?” 

They said: “You had to have these initials. You had no right to 
send that telegram without all these initials. These people are up in 
arms and they insist on an audience with you to protest what you have 
done.” 

The harm had been done, but I said, “All right, bring them in. Make 
an appointment and I will explain it has been succ essful; that we have 
satisfactorily settled the intervention. I will try and put their minds 
at rest and express my regrets that my ignorance of regulations was 
the reason I did not get their initials.” 

Sothey camein. There were at least 20 of them. They had 1 princi- 
pal spokesman and 2 or 3 others there to back him. You can get their 
names out of the record if there was one of that conference. I don’t 
remember the names of any of them. 

Senator Warkins. They were not responsible for the setting up of 
regulations ? 

Mr. Brapen. They were not responsible. But they had authority 
because they were supposed to have initialed the telegram to Ambassa- 
dor Norweb. 

What saved my neck on the thing was that I began by saying: “All 

right, gentlemen, what is it you have on your mind 2” They cut loose 
re they really were pretty violent about it. They said that I had 
interfered with the rights of labor. They made that the issue. 

They alleged that this was a strike and I, by t: aking this action, arbi- 
trarily, without consulting them, was intervening with the rights of 
Cuban labor. 

In short, according to them, I was a terrible person and this inter- 
ference with labor’s right to strike was awful. Everything was wrong 
They went ahead. 

This one man who acted as spokesman gave his little oration there 
and 2 or 3 others spoke. When they go through and came to a breath- 
ing spell, I asked “Is that all?” Yes, that was it. I was greatly re- 
lieved because they had me cold on the regulations, but on the defense 
of United States property rights, I was right. 

I said, “Wait a moment. As Assistant Secret: iry of State it is my 
duty to protect American property rights and I propose to do it as long 
as I am Assistant Secretary of State. I haven’t mentioned labor. I 
haven’t mentioned the strike, either, in my telephone conversation to 
Mr. Norweb, or in my telegram of confirmation, the subject never hav- 
ing come up. You are totally out of order and good day, gentlemen. 
The conference is over.” 

That is a typical instance of the kind of thing we had. I can read 
later 10 pages of instances of various kinds where as Ambassador I 








1396 INTERLOCKING SUBVERSION IN GOVERNMENT 


completely failed to get the support to which I was entitled. I found 
n these meetings that there was this attitude that American property 
nterests were not deserving of protection. These invaders of the De- 
partment play along and give reason to any foreign government 
which takes over either a sugar mill or tramways or other properties. 

Senator Warkrins. You feel now that same sort of situation exists 
in the Department at the poem time ¢ 

Mr. Brapen. I don’t think offhand of any recent instance on it, 
but I am sure I could find it. I know that is the type of attitude that 
prevails. 

We talk about point 4 and getting private investment abroad. If 
we would get back to protecting American investments and the in- 
terests of American citizens generally, there would be a better chance 
of getting some investment abroad. 

Senator Warkrns. I agree with you on that little inspection I made 
in Europe this last summer. 

The Cuairman. Mr. Sourwine. 

Mr. Sourwrne. I had asked you if you recalled the documents you 
had in mind when you talked about documents which might have 
been destroyed or hidden away. Apparently you did not recall be- 
cause your answer went into something else. 

Were you not talking about agreements respecting the Panama 
bases ? 

Mr. Brapen. Those documents, when I called for them I was able to 
get them. 

Mr. Sourwine. Where did you get them? Where did you call for 
them ? 

Mr. Brapen. I was Assistant Secretary of State and I told my boys 
to get them. I suppose out of the central files. 

Mr. Sourwine. In other words, they were filed in the State 
Department ¢ 

Mr. Brapen. Yes. 

Mr. Sourwine. That would be a starting point for the committee ? 

Mr. Brapen. Yes. Those documents were there and they should 
be there today. 

Mr. Sourwine. You don’t have those agreements, particularly the 
agreement that used the words “definitive treaty of peace”? 

Mr. Brapen. I don’t have a single document on that. As I said, I 
am testifying from memory and it has been several years ago. But, 
nevertheless, what I have said is substantially correct. 

Mr. Sourwine. It is a loose end. The document is the best evi- 
dence and the committee, I am sure, will want to try to get it. 


+The agreement for the lease of defense sites in the Republic of Panama, approved 
by the Panamanian Government and the National Assembly of Panama, May 11, 1943, 
and published by the Department of State in its Executive Agreement Series 359, includes 
as article I, the following 

“The Republic of Panama grants to the United States the temporary use for defense 
purposes of the lands referred to in the Memorandum attached to this Agreement and 
forming an integral part thereof These lands shall be evacuated and the use thereof 
by the United States of America shall terminate one year after the date on which the 
definitive treaty of peace which brings about the end of the present war shall have 
entered into effect If within that period the two Governments believe that, in spite of 
the cessation of hostilities, a state of international insecurity continues to exist which 
makes vitally necessary the continuatiion of the use of any of the said defense bases or 
areas, the two Governments shall again enter into mutual consultation and shall conclude 
the new agreement which the circumstances require.” 

The national authorities of the Republic of Panama shall have adequate facilities for 
access to the defense sites mentioned herein. 
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I know time is getting on. I have a number of questions that I 
would like to go over. May I respectfully ask you to keep your 
answers brief ? 

You offered for the record the speech of the Panamanian Minister. 

That was a published account of that speech ? 

Mr. Brapen. It is a newspaper clipping of what he said in the as- 
sembly. 

Mr. Sourwtne. You don’t know who translated it? 

Mr. Brapven. No. 

Mr. Sourwine. You spoke of an incident which occurred when you 
met with Mr. Acheson and Mr. Hiss on the subject of the Panama 
report. 

Do you recall that ? 

Mr. Brapen. Yes. 

Mr. Sourwine. Where did that meeting take place ? 

Mr. Brapen. In Mr. Acheson’s office. 

Mr. Sourwine. Who else was there, if anyone, besides yourself? 

Mr. Brapen. I don’t think anyone else was there. 

Mr. Sourwine. Just the three of you? 

Mr. Brapen. Yes. 

Mr. Sourwinr. When you left was Hiss still there ? 

Mr. Brapen. I believe I left him there. 

Mr. Sourwine. You found him there, as best you recall ? 

Mr. Brapen. That is the best of my recollection. 

Mr. Sourwine. You remember you were discussing the matter of 
the dollar and its position in Cuba with relation to the White report. 
You used the phrase “The dollar was legal tender in Cuba.” 

Did you mean just that ? 

Mr. Brapen. Yes, it was entirely legal tender at that time. It was 
the same whether you had dollars or pesos. 

Since then the Cuban peso is the only legal tender. 

Mr. Sourwine. You mean the Government of Cuba had provided 
that the dollar was legal tender in Cuba ? 

Mr. Braven. When you get to a strict legal interpretation of tender, 
I am not sure that I can answer, because I am not a lawyer, but you 
could pay for anything with dollars just the same as you used pesos. 

You saw more dollars than pesos. 

Mr. Sourwtne. Were they worth more? 

Mr. Brapen. Just the same. 

Mr. Sourwine. Were there any exchange controls? 

Mr. Brapen. No. 

Mr. Sourwine. A dollar was worth a peso and a peso was worth a 
dollar? 

Mr. Brapen. Exactly. 

Mr. Sourwine. That has been true for a number of years in Canada. 

Mr. Brapen. Yes. 

Mr. Sourwine. At the present time ? 

Mr. Braven. Excepting there has been a change. 

Mr. Sourwinet. The dollar is not quite worth the peso. 

Does the White report provide for exchange controls ? 

Mr. Braven. It didn’t provide for exchange controls. All you have 
to do is look at the record of every other Republic in this hemisphere 
and the world to know what would have happened. 
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Mr. Sourwrye. Can you state in your opinion if the White report 
had been adopted exchange controls would have been inevitable in 
Cuba? 

Mr. Brapen. That was my opinion. 

Mr. Sourwine. Do they have them there? 

Mr. Brapven. No. 

Mr. Sourwinr. Is the dollar still circulating freely in Cuba? 

Mr. Brapven. Pretty freely, although they have a little restriction 
on it. 

Mr. Sourwine. Is the dollar still worth a peso and vice versa ? 

Mr. Brapen. Yes. I think strictly ei on a large transaction 
that the peso is a little bit off from the dollar, but I am not even sure 
of that. 

Mr. Sourwine. Do you have a copy of the White report? 

Mr. Brapen. No. 

Mr. Sourwine. Do you know where the committee can get a copy ? 

Mr. Brapen. I assume that the State Department and the Treasury 
Department must have copies of that. Of course they have. 

Mr. Sourwine. Did you turn in the copy you had as Ambassador ? 

Mr. Brapen. That was left in the files in Habana. 

Mr. Sourwine. How long is the White report as a physical docu- 
ment ¢ 

Mr. Brapen. As a physical document I remember its being about 
three-quarters of an inch to an inch thick; the particular copy I had. 
I don’t remember whether it was— 

Mr. Sourwtne. Is it legal size? 

Mr. Brapen. That copy I had I don’t think was legal size. 

Mr. Sourwinr. You know whether it was bound on the end or the 
side ? 

Mr. Brapen. It was bound, and I think it was bound in a paper 
cover. I am not sure of that. 

Mr. Sourwine. Mimeographed or typed ? 

Mr. Brapen. I think it was typed. 

Mr. Sourwine. That copy that you went over paragraph by para- 
graph with Dr. Saladrigas, how long did it take you to go over it? 

Mr. Brapen. I don’t remember exac tly because my me thod of work- 
ing with Dr. Saladrigas was we would meet at his office or mine. We 
would usually have lunch together at the Embassy or a restaurant in 
a private room. I would bring along an agenda of questions and we 
would spend 2 or 3 hours together going over these things. It was in 
one of those meetings. 

I would say in going over that report, and this is just recollection, 
we probably must have spent three-quarters of an hour to an hour. 
That didn’t mean reading each paragraph. It meant reading the 
paragraphs or the phrases to which I objected, so we didn’t have to 
read the whole report. 

Mr. Sourwine. You actually did go through it page by page? 

Mr. Brapen. Every objection I had I went through, and stated the 
paragraphs and the parts to which I objected. 

Mr. Sourwine. You wrote a letter to Secretary Hull about the 
White report. Do you havea copy of that ? 

Mr. Brapven. No. I should clarify. I have gone through such 
personal files as I can get at, but I have only gotten back into 1945 
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and a few odd files that were not in the books that my secretaries have 
set apart for me of personal files. F 

Mr. Sourwine. Did you have a copy of your dispatch to the State 
Department with regard to your action in the case of the White 
report ¢ 

Mr. Brapven. I have not located a copy of that yet, and I may not 
have it. 

Mr. Sourwine. Do you have a copy of the State Department’s reply 
which you say implied that you must be in the pay of these banks ¢ 

Mr. Brapen. No. I don’t find anything. ‘The nearest I have are 
some notes jotted down which are very summary on the subject. 

Mr. Sourwine. You were es who signed that reply, and you 
said you assumed it was signed by Hull. Do you have any better 
recollection on who signed it? This was a document which insulted 
you by the implication that you must be in the pay of certain banks. 
I imagine you felt rather strongly. 

Can’t you remember who signed it ? 

Mr. Brapen. I don’t remember who signed it or whether it was 
signed. Sometimes these go out without signature. At the bottom 
“Cordell Hull” is typed in, and nothing else. To really know the 
story you have got to get to the departmental files and get the initials 
on those files in order to see who wrote it and who had to do with 
it. 

Mr. Grimes. Hull’s name may have been on it ¢ 

Mr. Brapen. Yes, but I don’t recall. 

Mr. Grimes. You don’t recall? 

Mr. Brapen. No. I did not take any affront at Cordell Hull be- 
cause I knew well that he was not sending any such message as 
that. 

Mr. Sourwine. After you got that reply you then did call in these 
bank managers ¢ 

Mr. Brapen. No. The reply had not reached me when I had the 
meeting. I waited until I sent my dispatch because I wanted to do 
it allon my own. I didn’t think it proper for me to call in the bank 
managers until I had done it, and then to check and find out whether 
I was right or wrong. 

Mr. Sourwine. So by the time you got the reply accusing you of 
having talked with these bank managers—— 

Mr. Brapen. By then I had talked with them, but I didn’t talk 
with them before I sent the message to the Department because I 
made a point of it. 

Mr. Sourwtne. You have stated you got explicit orders to get back 
and change your attack on this and you refused to do that. Were 
you disciplined ever for that ? 

Mr. Brapren. No, because I put it on the basis I was sent to Cuba 
to protect the interests of the United States and to maintain friend- 
ly relations with the Cubans. Self-evidently if this thing went 
through and caused chaos, it would destroy friendly relations. 

Therefore, I could not, as Ambassador, do it. 

Mr. Sourwine. If you had been completely in the wrong in the 
violation of that order, hile probable you would have been dis- 
ciplined, isn’t it? 

Mr. Brapen. I think I would have been fired. I should have 

ybeen if I had been wrong on that. 
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Mr. Sourwine. You stated you got a copy of this White report be- 
fore you left to go to Cuba ? 

Mr. Brapven. The afternoon before I left. 

Mr. Sourwine. Presumably you read it on the way? 

Mr. Brapen. Yes. 

Mr. Sourwine. After you got down there you checked on your 
original impressions which you say were bad ¢ 

Mr. Brapen. Yes. 

Mr. Sourwine. With whom did you check ? 

Mr. Brapen. I just made my own check of what were the con 
ditions in Cuba, what were the various situations that I felt might 
be bad. 

Mr. Sourwine. You didn’t talk to anybody about it ? 

Mr. Brapven. I talked to members of my staff, Mr. Briggs, who 
was counselor of the Embassy, I undoubtedly talked with Mr. Nufer 
who was the economic counselor of the Embassy. 

Mr. Sourwine. You didn’t go outside the Embassy ? 

Mr. Brapen. No. 

Mr. Sourwine. Until after your action? 

Mr. Braven. I didn’t go outside of the Embassy until I went to the 
Prime Minister and said, “Look, I am very much worried about this. 
Here is the story. 

Mr. Sourwine. Jumping forward again, were you thoroughly 
familiar with all of the operations of the OSS? 

Mr. Brapen. No. I was not at all familiar with them, because the 
OSS did not operate in Latin America. 

Mr. Sourwine. You made some statements about the OSS—I won’t 
attempt to quote you, but they were generally derogatory. Were you 
talking about all the work of the OSS, or were you ts alking only about 
portions of it that you knew about? In what area were you cr itic izing 
the OSS? 

Mr. Brapen. I was criticizing them in a memorandum that I think 
I sent to Mr. Russell on November 30, 1945. Isaid that I was informed 
that ARA—Office of American Republics Affairs—had made only 3 
or 4 requests of OSS for information or reports. Having its own 
analysis section, ARA requested the help of the OSS only in response 
to repeated proffers of assistance made by that organiz: ition which ex- 
plained that it had personnel available for such work. 

Because it was short handed, ARA availed itself of these offers on 
certain special emergency pousts in order to expedite its work. 

Those requests were before I became Assistant Secretary. In the 
memorandum to Mr. Russell, I said: 

Pursuant to an early decision, OSS has never had field representatives in Latin 
America. Therefore, it has had to rely principally on published material or such 
material as the State Department or other Government agencies made available 
to it. No action by ARA has been induced or influenced by the aforementioned 
facilities supplied by OSS. It is my conviction that the establishment of a 
large organization such as appears to be contemplated would be tantamount 
to duplicating the work which ARA was established to perform. 

Mr. Sourwine. Perhaps I misunderstood you. As I got the context 
of what you said, the OSS was inefficient and incompetent. 

I wanted to know in what area you were making that comment. If 
I misunderstood you, I am sorry. 

Mr. Grimes. Or what was the source of your opinion. 
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Mr. Braven. The source was my subordinates in that office, whom I 
called in and with whom i checked. 

For instance, I say that I can find no record of any request by ARA 
for political studies of current developments and trends in Latin 
America listed as point A under assignments now in progress in the 
Latin American Section of OSS. 

Mr. Sourwine. Do you have particular complaint about some work 
that OSS had done? That it was ineflicient ? 

Mr. Brapen. Iam looking for that. It is in here. 


ARA did request a series of basic studies referred to in point C. This request 
having been made more than 2 years ago when the OSS volunteered its services 
in any research which the Department would find helpful. 

So far a basic study of only one country has been received in response to our 
request. 

Also, about 2 years ago the Department suggested to OSS that it might make 
a report on transportation and communication projects affecting the area of 
Solivia and Paraguay. 

So far as I can determine this report was never completed. 


Mr. Sourwine. This is what you had reference to when you pre- 
viously referred to OSS ? 

Mr. Brapen. Yes. 

Mr. Sourwine. May I respectfully suggest that Mr. Braden be 
asked to offer that memorandum for the record in full ? 

Mr. Brapven. Yes. 

(The material referred to was marked “Exhibit No. 369” and is as 
follows:) 


ExuiBitT NO, 369 
NOVEMBER 3, 1945. 
A-R—Mr. Russell 


OPERATIONS OF THE OSS IN REGARD TO LATIN AMERICA 


I am informed that ARA has made only 3 or 4 requests of OSS for informa- 
tion or reports. Having its own analysis section, ARA requested the help of 
the OSS only in response to repeated proffers of assistance made by that organ- 
ization, which explained that it had personnel available for such work. Because 
it was short handed ARA availed itself of these offers on certain special emer- 
gency projects in order to expedite its work.’ 

Pursuant to an early decision, OSS has never had field representatives in 
Latin America ; therefore, it has had to rely principally upon published material 
or such material as the State Department or other Government agencies made 
available to it. 


1 With reference to that part of the Intelligence and Research Report on the functions 
of Latin America Division, the following is pertinent : 

(1) I can find no record of any request by ARA for “political studies of current develop 
ments and trends in Latin America” listed as point (a) under assignments now in progress 
in the Latin American Section of OSS. Political studies are in any case already a function 
of ARA 

(2) ARA did request the series of basic country studies referred to in point (c), this 
request having been made more than 2 years ago when the OSS volunteered its services 
in any research which the Department would find helpful. So far a basic study on only 
one country has been received in response to our request. 

(3) Also, about 2 years ago, the Department suggested to OSS that it might make a 
report on transportation and communication projects affecting the area of Bolivia and 
Paraguay. So far as I can determine, this report was never completed. 

(4) In connection with special work in assembling and reviewing information on the 
Argentine question, last January the Department asked the OSS to assist in regard to 
certain problems, notably the pro-Nazi press in Argentina, of which that agency had com 
plete files. At the present time the Department is also using the services of some of the 
personnel from the Latin American Section for an emergency project of similar character. 
Here again it should be noted that ARA lacks personnel to perform these special rush jobs 

(5) Other reports which the OSS has given to the State Department have been entirely 
voluntary. Although they have been read by desk officers with the same interest that 
would be attached to any report on conditions in Latin America, they are not considered to 
have contributed information which was not already available to the Department or to 
have affected the formulation of departmental policy. 
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No action by ARA has been induced or influenced by the aforementioned facili- 
ties supplies by OSS. 

It is my conviction that the establishment of a large organization such as 
appears to be contemplated would be tantamount to duplicating the work 
which ARA was established to perform (see p. X-1 of Department Order 1501) 
and for which it is far better equipped since most of our officers have had actual 
field experience and all of them are acquainted with the reporting sources and, 
therefore, can far better evaluate the information received than can the pro- 
posed Office of Intelligence and Research. 

To have such duplication of effort can only result in confusion for all con- 
cerned. 

So long as the much needed and competent personnel is made available to ARA 
(conceivably a few of the OSS experts could be absorbed by ARA Research and 
Analysis Section) and a system is established whereby information respecting 
Latin America but emanating elsewhere in the world is promptly made avail- 
able to this office, the need for the proposed new division is not evident. 

What we do need is a competent counterespionage organization, such as has 
been supplied during the war by the FBI operating at all times under the direc- 
tion of the Department and our respective diplomatic missions. This is a press- 
ing problem since FBI plans a radical reduction or elimination of its activities 
by December 31 

SPRUILLE BRADEN, 
A-Br: SBraden: JW 

The Cuarrman. The staff will sit down with Mr. Braden and go 
over these matters which are pertinent. 

Mr. Sourwine. You referred to the meetings and discussions in re- 
gard to the proposed Office of Research and Intelligence. 

Do you recall whether any one was there besides . Acheson, Thorpe, 
Matthews, Henderson, Russell, and yourself? 

Mr. Brapen. There were some others present. I have forgotten 
who. It was a big meeting. 

Mr. Sourwine. Were they officials or clerical personnel ? 

Mr. Braven. They were high officials in the Department, either As- 
sistant Secretaries or directors of divisions or offices. 

Mr. Sourwine. Were minutes of that meeting kept? 

Mr. Brapen. I haven’t the remotest idea. I didn’t see anybody tak- 
ing minutes. There surely must be a memorandum by someone, Mr. 
Acheson or someone. 

Mr. Sourwine. You spoke of meetings with 3 to 20 people with the 
same authority as yourself, or the same color of authority as yourself. 
You were at that time Assistant Secretar y of State? 

Mr. Brapen. Yes. 

Mr. Sourwine. Can’t you tell us any of the people, these 3 to 20 
people, who had the same : author ity as you? 

Mr. Brapven. This tramways case I just related: I don’t remember 
who was in on that. I remember one case. I don’t know whether it 
was that meeting. I think it it was the meeting on the tramways, al- 
though I can’t for the life of me understand why they should be 
present. 

It might have been another meeting. I remember one of these big 
meetings in which my office was filled with people and that Ralph 
Bunche camein. I don’t even remember what his office was. 

I think he was with Dependent Areas in 1945. It might have been 
some other meeting. I remember his being there because he has be- 
come famous since then. 

Mr. Sourwine. As Assistant Secretary there were not many people 
who had the same authority as you ? 
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Mr. Brapren. They exercised it the minute I tried to send out a tele 
gram or an instruction without having their initials on it. They im- 
mediately acquired the same authority. 

Mr. Grimes. You mean the same author ity ina particular matter ? 

Mr. Brapen. Yes; they didn’t have the same overall authority. 

Mr. Sourwine. You have spoken of reports which you sent in from 
Colombia, from Cuba, and from Argentina. Are those also going to 
be available ? 

Mr. Brapen. I haven’t the reports. I have this one of agenda for 
Washington that I got from the State Department. I have 1 or 2 
other reports that I happen to have in my files, but it is mostly my 
notes and minutes. 

Mr. Sourwine. You have a fairly thick file that you referred to 
when talking about Colombia. Would that be made available? 

Mr. Brapen. Whatever I have. Everything I have said and any- 
thing I have is available. 

Mr. Sourwine. You have referred several times to young Soviets 
coming into meetings. You used the pronoun “they,” “they,” ” “they.” 

I wish you would try to name any of the names who were young 
Soviets or who were the “they’s” you referred to, 

Mr. Grimes. Didn’t you refer to the meeting as a Soviet? 

Mr. Brapen. Yes. My use of th: at—perhaps I misled you. I used 
the expression that it was a “young Soviet” because I was so irritated 
that, instead of having a chain of authority corresponding to the 
responsibility and being a Presidential appointee and working as 
the Assistant Secretary of State where I could carry through, I had 
to have these meetings with everybody in them having a chance to 
talk. 

Mr. Sourewine. Then did I understand you did not mean to say 
any person was a young Soviet? 

Mr. Brapven. No. 

Mr. Sourwine. If you spoke of young Soviets coming into a meet- 
ing, you eee yourself ¢ 

Mr. Brapen. I didn’t mean Communists. I don’t know who were 
Communists. 

Mr. Grimes. A soviet is a meeting ? 

Mr. Brapen. Yes; that is the reason I used the expression. 

Mr. Sourwine. The word has a somewhat different meaning. Do 
you usually use the word to mean meeting ? 

Mr. Brapen. No; I used that in a sense that these people were 
against private enterprise, against our system and way of life gen- 
erally, : 

Mr. Sourwrne. These people? Who? 

Mr. Brapen. The ones who came. 

Mr. Sourwine. Who were they ? 

Mr. Brapen. I can’t give you the names. In my statement that I 
have asked to put in here I refer to an unidentifiable “they.” That 
unidentifiable “they” covers all of those people. 

The Cuairman. We want to thank you for your cooperation and we 
feel sure your evidence has been very beneficial. 

I want to instruct the staff to make a request of the State Depart- 
ment for the record that has been testified show here his morning. 
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Further, I want the staff to sit down with Mr. Braden and go 
through this material and select that which is pertinent to this hearing 
and have it made a part of our record. 

(The material follows at the end of Mr. Braden’s testimony.) 

Do you have anything else ? 

I have been informed by counsel that you have another statement 
that you would like to make before we recess. 

You may do so, 

Mr. Brapen. I would be happy to make it if I may. 

As set forth in my December 22, 1953, testimony before the Senate 
Internal Security Subcommittee, the very life of these United States 
may be destroyed by two interrelated threats: 

I. The Moscow-inspired conspiracy to destroy our country by spreading com- 
munism throughout the rest of this hemisphere ; 

II. The fact that this undermining of our national security has been counte- 

inced and even, at times, abetted by our own Government. This has been due 
largely to the invasion of Washington by shrewd and skillful individuals and 
groups, who hold and propagate ideas antagonistic to representative constitu- 
tional government and private property and enterprise. 

The first danger is immediate and grave, increasing and spreading. 

The second danger is less spectacular and the threat to our secur ity 
is neither so quickly nor easily accessible. Yet, in the end it is a 
greater danger than No. 

The second—i. e., the internal danger—involves what has been called 
the “inevitability of gradualness’”—1. e., the almost imperceptible de- 
struction, bit by bit, of the principles on which the United States 
of America was founded. By slow degrees those individuals and 
groups, whom I have described as invading the Federal Government— 
and in particular, our foreign operations—are corroding the Constitu- 
tion and bill of rights. They would have us renounce the very corner- 
stone of our system of Government: That God made man in his own 
image and endowed him, as an individual person, with certain un- 
alienable rights; that government is the servant and not the master 
of the people. 

Instead, they propagate State interventionism with its corollaries 
of corruption and the creation of class prejudice. They spread col- 
lectivist ideologies, both in our internal and foreign affairs. 

The majority of these invaders are neither Communists nor fellow 
travelers. But they have an affinity for extremist nostrums and are 
unwittingly the dupes or instruments of Soviet-directed communism, 
which they thus aid and abet. 

Formerly, when we lived somewhat apart from the rest of the world, 
it was easier both to adhere to and repulse attacks on our pristine 
principles. Science, and especially the acceleration of transportation 
and communications, have erased much of the protective insulation we 
formerly had. Asa result, we are assailed presently not only by Soviet 
expansionism and Moscow-directed communism, but by all manner of 
global collectivist theories. 

The generation of these ideas, so utterly counter to our system, and 
so adverse to our enlightened rational self-interest, was augmented by 
World War ITI and is now facilitated by multilateral] diplomac: y oper- 
ating through and in the numerous, uncontrollable and often obscure 
councils and committees of such organizations as the United Nations 
and the Organization of American States. The latter has become sort 
of a combined affiliate and subsidiary of the world body. 
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The 72 multilateral international organizations, in which the United 
States participates, as they proliferate both their structures and activi- 
ties—largely at the expense of United States taxpayers—are imposing 
superstatisms, over and above our National Government. 

Superstatisms are worse than the purely national variety, which, at 
least, may retain some measure of patriotism and popular control. To 
the extent peoples come to accept superstatism and the collectivistic 
ideas which flow therefrom, they will be easier prey for Moscow’s 
ambitions to impose world hegemony. 

The greatest danger to the security and permanence of this Republic 
is that these statist and superstatist ideas, originating abroad, have 
been absorbed—often unconsciously—by so many United States offi- 
cials, who in the aggregate exercise extraordinary influence, by reason 
of their employment in sensitive areas of Government, including the 
Department of State. 

It is my impression that amongst these people, there are relatively 
few out-and-out Communists. But this is no reason to relax our 
precautions, because these few are so fanatically dedicated, and so 
trained in all the arts of deception, as to make them far more dangerous 
than mere numbers would indicate. 

Moreover, they are rigidly disciplined and directed. Worst of all, 
they are able adroitly to inspire, guide, and impel the state-interven- 
tionists and “do- gooders,” the misguided idealists and ignorant, to 
pursue collectivist and State-interventionist ideologies, which slowly 
but inevitably evolve into some form of totalitarianism. 

These ideologies, given time, will destroy our representative con- 
stitutional Government, its religious and spiritual content and the gen- 
eral welfare built by our system of private property and individual 
Initiative. 

In my capacity as chairman of the New York City Anticrime Com- 
mittee, | have observed that, in organized crime, the gangsters, even the 
top ones, could not themselves alone keep the “system” going. It is 
the politicians and authorities, labor and business leaders, and many 
others in different walks of life, who through cupidity or for favors, 
through ignorance, apathy or for other reasons, either aid and abet the 
hoodlums or tolerate continuance of the rackets. It is these elements 
of the general public, who knowingly or unknowingly sustain the 
“system,” which otherwise would collapse. 

Our local, State, and Federal Governments often have found it im- 
possible to uncover and obtain proof, indict and convict notorious 
gangsters for the outrages they are known to have committed, 

Sometimes, the real potentates of organized crime are not even men- 
tioned or recognized to be what they are. Law enforcement au- 
thorities, even with full competency and integrity, are unable to name 
names and pinpoint facts. 

Instead, they are reduced to the pathetically inadequate measures 
of imprisoning, for tax evasion or perjury, a few hoodlums, who, more 
often than not, are of minor category. 

The New York City Anticrime Committee has found the most 
perhaps the only—effective way to combat organized crime is to place 
and keep before the public the patterns of what has been or is now 
going on in the rackets. It is only by this procedure of exposing the 
patterns of the waterfront, labor pension funds, perishable foods, 
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building trades, harness racing, et cetera, that we are getting results in 
New York City. 

Legislation alone will not do the job. 

I believe a close analogy can be drawn in this particular between 
organized crime and the assault on our security through the infiltra- 
tion and collectivization, bit by bit, of our Government. In either 
case, the patterns must be exposed before any substantial or lasting 
cure can be effected. So soon as the patterns are exposed and elimi- 
nated, the malefactors, be they gangsters or subversives, will be para- 
lyzed and impotent. This w ill be true even if they remain unnamed 
and free from prosecution. 

As I said on December 22, swarms of state-interventionists have 
been injected or absorbed into the agencies having to do with our for- 
eign operations. Behind them, in the wings, developing and pushing 
plans, infiltrating not only our political structures, but education, the 
press, and elsewhere, exists an unidentifiable, but nonetheless effective, 
“they.” 

Here is where we may expect to find the dangerous Communists and 
traitors. “They” are diabolically ingenious and effective in both plans 
and methods. Get rid of one purportedly top echelon group—as was 
done in the trials before Judge Medina—and substitutes take over. 

The state-interventionists and “do-gooders” often turn out to be 
puppets who can be juggled by “they.” If the United States, and 
therefore civilization, are to survive, this anonymous “they” must 
be rendered impotent. 

But how may this be done, if only on rare occasions we are able to 
expose and convict those who form this “they”? 

To seek out and prosecute those who, knowingly or unknowingly, 
are merely the followers or dupes of “they,” at most means getting 
relatively insignificant sinners and may entail our punishing some 
witless but innocent individuals. 

If only now and again we are able to name names and pinpoint facts. 
how are we to block the “they” programs? How are we to defend 
ourselves against the insidious Communist and collectivist infiltra- 
tions and perversions ¢ 

We cannot and will not resort to totalitarian or any other prac- 
tices which would deny the very principles and freedoms to which we 
are devoted. 

The valuable and patriotic work of this subcommittee, of course, 
should be continued. That is imperative. But I respectfully sug- 
gest that, irrespective of how many Communists and traitors you 
expose and how important they may be, by reason of our aforede- 
scribed inabilities, the “system” which threatens our security will not 
be destroyed or even materially weakened. We must develop and 
employ other measures and weapons for our defense. 

1 urge that instead of attempting in the first instance to name names 
and pinpoint facts, we endeavor to expose those broad patterns within 
the area of foreign operations which demonstrate the existence of ex- 
otic influences and the degree to which these United States have 
departed from the principles laid down by the Founding Fathers. 

In this latter connection, I wish parenthetically to emphasize that 
George Washington’s Farewell Address enunciates a simple and brave 
foreign policy. It is as wise and valid today as when it was written. 
So long as we are guided by that address, no Communist, even if he 
penetrates our Government, will be able to harm us very much. 





INTERLOCKING SUBVERSION IN GOVERNMENT 1407 


I wish to interpolate that in preparing for this hearing I have been 
able to review only a few of my personal files and none of my official 
ones, which are in the Department or the several embassies where I 
served. 

Therefore, I must often depend more on memory than documents. 
Nevertheless, I hope my testimony may assist this distinguished sub- 
committee to search for and expose some of the broad patterns to 
which I have referred. 

You will find, I am sure, that these patterns are measurably inter- 
related, sometimes overlapping, and converge to favor the ends sought 
by the Soviet. 

When you gentlemen have uncovered and completed a thorough 
study of a number of these patterns, I believe the Congress, under 
your guidance, may competently prescribe such measures as will 
bring about a complete cure. 

In my opinion, that cure will come when the American people and 
their Government, with a dedication equal to or surpassing that of 
the Communists, return to and abide by the basic principles of these 
United States, as set forth in the Declaration of Independence, the 
Constitution, the Bill of Rights, and, in foreign affairs, the Farewell 
Address. 

The Cuatrman. Thank you, Mr. Ambassador. 

At this time the committee will stand recessed. We will reconvene 
again in executive session this afternoon. 

(Thereupon, at 12:30 a. m., the committee recessed, to reconvene 
subject to call of the Chair.) 

(The following material was supplied by Mr. Braden after consul- 
tation with the subcommittee staff as instructed by Chairman Jenner :) 


ExHibitT No. 370 


List oF DISPATCHES FROM EMBASSY AT HABANA 


Date Subject 
April 28, 1944 
March 6, 1944 


sn Meccano Communism in Cuba. 
pice ae Transmitting copy of Nueva Historia de los Paises 
Coloniales y Dependientes 


February 28, 1944___~- Cultural interchange between the U. 8S. S. R. and Cuba. 

January 25, 1944_____. Change of name and change of tactics of Cuban Com- 
munist Party. 

August 9, 1943_______. Congress of the CTAL held in Habana from July 26 
to August 1, 19438. 

November 20, 1948____. Reaction of Juan Arevalo, Maritime Workers’ Union 


leader, to increasing Communist influence in labor 
unions. 


April 1, 1066.0... Dr. Domingo R. Tamargo, ex-secretary of justice, joins 
the Partido Socialists Popular (Communist Party). 

March 16, 1944... ._- Manifesto issued by the Partido Socialists Popular 
(Communist Party) advocating national union. 

June 9, 1944__________ Relations of Grau with the Communist Party. 

October 14, 1948____-_. Past efforts of President Batista to get rid of the Com- 
munist Party. 

August 24, 1943_____~- Courier service between Mexico City and Cuba main- 
tained by Spanish Communist Party. 

August 9, 1944_____ .. Conversation with Juan Arevalo, secretary of the Na- 
tional Maritime Workers Federation (FOMN). 

September 4, 1943____. Resignation of Ramon Leon Renteria and Juan Arevalo 
from Conferacion de Trabajadores de Cuba. 

September 30, 1943___._ Proposed contribution of Cuban sugar workers to the 


war effort of the United Nations; transmitting copy 
of address to Ambassador Braden at closing session 
of fourth Congress of Sugar Workers of Cuba. 
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Exuisir No. 371 
SNA, Ferruary 23, 1944. 


Subject: Recent contact established between the Soviet Legation and the 
Cuban Army 
The honorable the SECRETARY OF STATE, 
Washingion, D. C. 

Sir: I have the honor to report to the Department that the legal attaché has 
ust informed me that last February 14 an individual connected with the official 
Cuban Army magazine E! Cuatro de Septiembre requested Nora Chegodaeva, 
the Soviet Legation press attaché, to furnish him with 15 photographs and 4 or 
5 articles for the Army publication. They made arrangements for a person of 
editorial talents to visit the Soviet Legation and choose the most suitable material. 

It is the opinion of the legal attaché, in which I concur, that this arrange- 
ment offers an excellent opportunity for the U. S. 8S. R., through its Legation 
in Habana, to offer propaganda to the Cuban Army in a concealed but effective 
form. 

Respectfully yours, 
SPRUILLE BRADEN, 


Exuipit No. 372 
[Draft] 
A-R: Mr. Russell. 


URGENT NEED OF STRENGTHENING BotH DEPARTMENT AND FOREIGN SERVICE 


The Department has before it at present two important projects which are 
receiving priority consideration—the establishment of a peacetime informational 
and cultural service, and the establishment of a coordinated intelligence service. 
Without minimizing the importance of these projects, it is submitted that there 
is an even more urgent need for strengthening both the Department and the For- 
eign Service. 

The informational-cultural program and the intelligence program envisage the 
employment of hundreds of additional personnel and the appropriation of millions 
of dollars. Yet these projects can only operate successfully in the measure in 
which they are guided and implemented by the four geographical political offices 
of the State Department, and by our diplomatic missions in the field. It is hence 
more important and more urgent that we strengthen and develop the existing 
machinery than it is to establish this proposed new machinery. 

During the brief period that I have been in the Department it has become appar- 
ent that our operations are very seriously hampered by personnel and space limi 
tations at home, and by an acute shortage of personnel in the field. The present 
programs would superimpose the weight of added tasks and responsibilities on the 
present sound but underdeveloped foundation. It is my belief that this cannot 
and should not be done until we have repaired the foundation itself. 

There is nothing the matter with our present organization that cannot be 
remedied if we obtain funds and personnel. I am not suggesting another reorgan- 
ization of the Department. Farfromit. In my opinion the present departmental 
organization is administratively sound, and that with respect to policy the ar- 
rangement regarding geographical offices is correct. The backbone of these policy- 
making offices is the “country desk officer.” These officers are generally well 
equipped and possess sufficient detailed knowledge of the areas they handle. 
Give them adequate tools, including advisory and research facilities, and ade- 
quate immediate supervision as is provided for in the divisional setups by regions, 
and the Department has machinery fully capable of handling day-to-day problems 
that arise and of furnishing policy recommendations to the respective geo- 
graphic area directors, the Assistant Secretaries and other ranking officers of 
the Department. 

The State Department and the Foreign Service have recently been subjected 
to renewed attack by the press, and the current Senate investigation has brought 
about a further impairment of public confidence in our organization. Practically 
everyone seems to agree that something must be done—and done promptly- 
but there is apparently much confusion regarding where the weaknesses lie and 
where to attack them. Some assert that the Department and Foreign Service 
must be better understood at home and our policies must be made clear abroad, 
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so that the most important immediate need is to establish a strong information 
service, supplemented by a cultural service, with counselors for public informa- 
tion and staffs sometimes equal in size to the present regular Foreign Service 
staffs to assist them. Others demand more counselors for economic affairs 
assisted by technicians in agriculture, labor, geology, forestry, ete. Still others 
recommend embarking on a worldwide intelligence service—and then undermine 
the prospects of success of any intelligence service by describing the kind of 
organization they think we should have. Still others recommend better allow 
ances, a Foreign Service building plan, etc. Many of these suggestions are sound, 
but few of them have devoted sufficient attention to surveying our present equip- 
ment or estimating what that equipment means in order to function effectively. 

It is time to take stock of what we already have and to determine the needs 
of the existing organization. It is time to strengthen that organization, to 
vitalize it, to centralize responsibility, and then to consider what in the way 
of new organization should be added to it. It is not, in my opinion, the time to 
set up new, or parallel, or superimposed organizations. Specifically, before we 
go about the employment for service at home and abroad of hundreds of addi- 
tional persons to undertake additional or specialized functions, important though 
those may be, we should overhaul and strengthen the sound present foundation 
and give to its component parts authority and backing commensurate with their 
responsibility. This will require (1) that the line of responsibility in policy- 
making flow from the Secretary and Assistant Secretaries to the four political 
geographic offices. It should include reaffirmation of the proposition that these 
offices must have the final decision (subject of course to the respective Assistant 
Secretaries) in matters involving decisions on foreign policy. The technical 
divisions and offices should perform functions primarily advisory in character, 
(2) personnel—adequately paid—to staff both the Department and the field 

In a recent top-secret memorandum prepared for the Secretary’s Staff Com 
mittee I expressed the opinion (with respect to problems facing us in our Latin 
American relations) that we cannot expect to cope successfully with them 
unless 

“1. Policy decisions in all fields affecting relations with the other American 
Republics are centered in ARA, equipped with the necessary personnel and inte 
grated space. 

“2. We have an enlarged and improved Foreign Service. 

a. We must have able and experienced chiefs of mission, adequately com 
pensated. 

“b. These competent ambassadors must be given policy directives and responsi 
hility, with corresponding authority. They must exercise unquestioned contro] 
over all agents and agencies of our Government in each country. They must be 
fully supported by the Department. 

“ce, We have many able Foreign Service Officers who are discouraged by low 
pay, inadequate allowances, slow promotions and unwise policies during the war. 
The career must be made attractive, deadwood eliminated, and a drive made 
to get in new men of the right type. 

“d. Officers of the Department serving in ARA should be interchangeable 
with Foreign Service officers, and should be required to perform service abroad 
at minimum intervals. (Interchangeability would likewise be desirable between 
departmental and Foreign Service clerks). Technical and specialist personnel 
serving in nonpolitical divisions of the Department, and in other departments and 
agencies, should be available through flexible administrative procedure for 
temporary assignment to Latin America. 

“e, The Foreign Service is not adequately understood either by the American 
people or by the Congress. Definite efforts should be made by the Department, 
through the press and other mediums of public opinion, to describe the work 
of the Foreign Service. Consideration might also be given to the assignment 
of a Foreign Service liaison officer to handle congressional relations.” 

To illustrate the type of obstacles to efficient operation encountered during 
my 10 weeks in the Department I may cite the following: 

(1) Inadequate space for ARA. This was the subject of a recent memoran- 
dum giving specific information regarding our space needs. 

(2) Return to ARA and the Latin American field of officers with broad 
previous experience and demonstrated capacity for service in that area. Two 
months ago a list of approximately — — such officers was submitted to FP. It 
has not been possible thus far to obtain the release from service in Europe, the 
Near and Middle East, Asia, et cetera, of a single one of these officers. We are 
of course, prepared to surrender to other areas officers with similar specialized 
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background in those areas in Latin America; for example, an officer now in 
Cuba who had a fluent knowledge of Chinese. 

(3) Notwithstanding abundant personnel seeking entry into the proposed 
informational-cultural and intelligence service, it has proved virtually impossible 
to bring the staff of ARA to the level already authorized or to fill new positions 
urgently required. I am by no means unaware of the splendid collaboration 
received in providing a special staff to handle the preparation of our case 
respecting Argentina, although it is pointed out that this required special di- 
rectives and was handled on an extraordinary basis. In the case of the special 
work undertaken in respect to the problem of alien enemy internees brought 
from the other American Republics, we have not thus far been able to obtain 
the service of a handful of research assistants, notwithstanding the fact that in- 
numerable persons in that category are understood to be available from OSS 
ranks. Moreover, our operations in ARA are somewhat harassed by the efforts 
of the interim ex-OSS organization to duplicate certain research and analysis 
functions already being carried out satisfactorily by ARA. 

(4) Notwithstanding the theoretical interchageability of ARA and field per- 
sonnel, efforts over a period of weeks to send two ARA officers to the field have 
been altogether unsuccessful, and we are now informed that “it is regretted that 
it is not possible to consider such an assignment in view of the present lack of 
funds for that purpose.” This is an intolerable situation completely defeating 
the purpose of legislation which has long been on the books. 


Exuieir No. 373 
QUOTATIONS FROM THE DAILY WORKER 


July 22, 1945: “ ‘Imperialism’—how often have you read that word in these 
pages? And how often have you stopped to think of what it really means? * * * 
It was at Sewell, in a mine owned by the Braden Copper Co., an American cor- 
poration which I will tell you more about in a moment. * * * And what is the 
Braden Copper Co.? It was formed in the First World War by William Braden, 
an American mining engineer. His son, who is connected with the company 
today, is none other than Spruille Braden, the former American Ambassador 
to Cuba and the present American Ambassador to Argentina.” 

July 25, 1945: “Mr. Braden went as the ‘appeasement of (sic) Ambassador,’ as 
the figure who symbolized the new American policy of trying to win the Argen- 
tina Fascists over by recognizing them, coddling them at Mexico City, and putting 
down, red carpets for them at San Francisco.” 

August 18, 1945: “But there is no word that the United States Government 
or its Ambassador (Braden) is in touch with Patria Libre, the committee rep- 
resenting all democratic Argentine parties including the Communists * * *, And 
Patria Libre is less enthusiastic than some groups in this country over the great 
‘achievements’ of Spruille Braden. It would prefer to see us get tough with 
Peron.” 

August 28, 1945: “While Braden is identified with opposition to the Farrell- 
Peron dictatorship, he is also, like Rockefeller, identified with powerful monop- 
olist interests in Latin America. We should therefore not be surprised if our 
neighbors view with suspicion the type of men we appoint to supervise Latin 
American affairs,” 

The newspaper A Classe Operaria, published in Rio de Janiero as the official 
news organ of the Communist Party of Brazil, in its first issue published on 
March 9, 1946, printed the text of the statement of the Communist Party of 
srazil on the blue book. The statement reads: 

“The executive committee of the Communist Party of Brazil, in a meeting held 
on February 16, 1946, made a detailed study of the statements contained in the 
so-called blue book made publie by the Department of State of the United States. 
After a complete discussion of the subject, the executive committee concluded 
that the cited document is a definite indication of attempts being made by the 
most reactionary forces of investment capital to create an atmosphere of disorder 
in the continent assuming ostensibly a position of support or criticism of Latin 
American governments and political currents, and preaching foreign interven- 
tion against governments which they do not favor, for the purpose of protecting 
their interests and to stop the march of our people along the road of progress 
and democracy. 
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“2. The committee found, in addition to the above, justification for the con- 
stant warnings made by the Communist Party of Brazil against the preparation 
for war in Latin America by imperialist forces, as contained in the political 
manifesto read to the last plenary session of the national committee and other 
declarations made subsequently by members of this executive committee. 

“3. The executive committee is firmly convinced that the document published 
by the Department of State of the United States is a symptom of the seriousness 
of the interimperialist fight in the continent, which is focused principally in 
the River Plate area, and that of the pretext of defending democracy prepara- 
tions are being made for the breaking of diplomatic relations by American 
nations with the Argentine Republic as the first step for foreign intervention and 
war against that country. A war of that type, undertaken directly by agents 
of investment capital, such as Braden and others, would undoubtedly be an 
unjust war, interimperialist, directed mainly against democracy and the inde- 
pendence of the Latin American people, having as its particular objective the 
annihilation of the labor and popular movements in our countries. 

“In addition, the problem of Argentina, raised by the Department of State 
outside of the United Nations Organization; constitutes an attempt to form a bloc 
of American nations, which is contrary to the interests of our peoples and a 
threat to the cause of world peace. 

‘4. As it applies to Brazil, the so-called blue book only confirms the well-known 

role of integralismo as the vanguard of the fifth column directly connected with 
the agents of the Axis in our land, and it is only strange that better known names, 
such as that of Felinto, Muller, and others, were not mentioned. The reference 
to the Falangist Aun6és also confirmed what we have consistently stated concern- 
ing the role of spies and traitors undertaken by the Ambassadors of Spain and 
Portugal in Brazil. 
“S. The Communist Party of Brazil has always supported and will continue 
to support the fight of all peoples for democracy, for civil rights against reac- 
tionaries and Fascists, against the cruelties of the police and concentration 
camps. At the same time, however, it reaffirms its position of unalterable de- 
fender of the principle of self-determination by the peoples, a democratic victory 
included in the Atlantic Charter and the Charter of the United Nations, and 
strengthened by the victory over fascism, and that it is therefore ready to con- 
tinue its fight to guarantee the Latin American people the right to decide for 
themselves all questions of domestic politics, using the weapons of democracy, 
such as the Argentine people already have, free from any foreign influences, 
since we know that the victory of democracy in a country is a result of the 
struggle of its own people and cannot come from the outside. 

“Therefore, the Communist Party of Brazil warns all our people, as well as 
our brothers in other countries, that it is terribly disastrous to stimulate by any 
means an interventionist policy, which can be of interest only to the strongest 
nation in the continent, the only one capable of undertaking, economically and 
militarily, practical and efficient intervention.” 

Rio de Janeiro, February 16, 1946. 

THE EXECUTIVE COMMITTEE OF THE COMMUNIST PARTY OF BRAZIL. 





Exutpir No. 374 


Rio DE JANETRO, January 24, 1946. 
Unrestricted. 
No. 4080. 
Subject: Tribuna Popular on Braden’s Speech. 

The Chargé d’Affaires a. i. has the honor to transmit a clipping of an edito- 
rial in Tribuna Popular, Communist daily, on Secretary Braden’s most recent 
speech. There follows an abstract of this editorial, in its turn quoting liberally 
from Luiz Carlos Prestes’ speech at the closing session of the Communist Party 
“nleno” (See Despatch No. 4017 of January 16). 

“Nothing better than Mr. Braden’s latest speech shows how right Prestes is 
in warning us against the danger of a war with the Argentine people, in which 
Brazil would be involved by colonizing capital. The language of the diplomat of 
the Braden Bank family is ever more threatening, in his efforts to lead local 
opposition once more into armed struggle, which would be an excuse for even 
worse. Argentina is divided into two inimical and unreconcilable factions, 
driven by hate, and on the side of one of them is openly placed the former and 
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famous Ambassador of Cuba, encouraging it, pushing it on, as if to say, ‘Go 
ulead, friends, for here we are, the colossus, to help you. Buenos Aires is the 
new citadel of Nazism, since Berlin fell, and you are the new army of democ 
racy organized to conquer it Free the world from Nazism. Count on us and 
on the rest of the American countries. * * * 

“But does this Nazi-Fascist Argentina really exist in 1946, enslaving and 
oppressing its people, and threatening Brazil, for example, with its armies on a 
war footing? Prestes made this point very clear in his closing speech at the 
pieno of the Communist Party ‘We see,’ he said, ‘that there is a strong pressure 
of monopolistic colonizing capital in Argentina, where there is a Government of 
the type called “South American,” a military dictatorship. In that country, 
financial capital is today the most intransigent fighter against that Government 
a reactionary Government, there is no doubt, but which is generally presented 
by Mr. Braden as a Nazi Government. Well, companions and fellow citizens, 
we all know that the Nazi residues in Argentina are no more widespread or 
dangerous than in Brazil. We know that the economic roots of Nazism survive 
in Argentina as in our country, perhaps deeper and more widespread here. 
This does not prevent our country from pacifically moving toward democracy, 
without benefit of any aid from Messrs. Braden and Berle, so intent upon pro- 
tecting us with their belated democratic zeal. * * * 

“‘Mr. Braden, that most recent disciple of Ruy Barbosa, attempts to create 
conditions for civil war in Argentina, in short, and, by means of intrigue, a 
possible war between our people and the Argentine people. This war will be an 
mperialistic war, of struggle for raw materials, for wheat and meat markets, 
a war between English and American financial capital. * * * 

“*Yes, there is a reactionary government in Argentina. * * * But Chiang 
Kai-chek’s government is many times more reactionary than the Farrell govern 
ment. * * *’ 

“There is a factor that should not be lost sight of in the Argentine case 
the old connections between Argentina and England. * * * The Americans were 
always in a minority (there), thus the traditional opposition between the 
(Argentine) Chancellery and the State Department in Washington, * * * In 
1938, at the Lima Conference, Chancellor José Maria Cantilo, today an admirer of 
Mr. Braden’s, seandalized all America, declaring that Argentina was a European 
nation on the continent.” 

Copy to Embassy at Buenos Aires. 





a 


ExHiIpitT No. 375 
NEWSPAPER ACCOUNTS OF SPEECHES BY PRESTES 


Diretrizes, Federal District, Rio, January 18, 1946: “A war is being manipu- 
lated between Argentina and Brazil.” 
Tribuna Popular, Federal District, Rio, January 19, 1946: “The imperialists 
prepare a war between Brazil and Argentina.” 
Tribuna Popular, Federal District, Rio, February 3, 1946: “Prestes submits 
his speech before a woman’s conference.” ’ 
Tribuna Popular, Federal District, Rio, May 8, 1946: “Communist Party on 
alert to Nacaio.” 
Tribuna Popular, Federal District, Rio, March 38, 1946: “Reactionaries and 
Fascists conspire against order.” 
Brazil-Portugal, Federal District, Rio, April 28, 1946: “Universities stirred up ' 
against communism.” f 
(Above clippings attached to file in BA.) 


— 
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JANUARY 23, 1946. 






A—Br/S—Mr. Spaeth. 
RA—Mr. Mein. 

















STATEMENT OF Luiz CARLOS PRESTES ON THIS GOVERNMENT’S ARGENTINE POLICY 










On January 13 Luiz Carlos Prestes, Secretary General and head of the Com- 
munist Party of Brazil, in addressing a plenary session of the Communist Party 
referred to the coups in Venezuela, Brazil and Haiti, and the threat of one in 
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Ecuador, as having been backed by “colonizing capital” attempting to prevent 
the democratization and “economic emancipation” of those countries. He then 
went on to state: “Now they are planning one more sinister maneuver. On the 
pretext that it is necessary to free Argentina from the claws of fascism, they are 
attempting to force the Brazilian people into a bloody conflict with the Argen 
tine people. It is not purely accidental that Mr. Braden takes such an interest 
in the ‘fascist dictatorship’ in Argentina, while he says nothing about the situa- 
tion in Portugal or about the friendly relations between his Government and 
that of falangist Spain. If the Government in Argentina is reactionary and is 
not supported by the people, it is up to the Argentine people to fight against the 
dictatorship and establish democracy in their country in the same way as we 
Brazilians are fighting for democracy in Brazil. We should not allow our people 
to become involved in a war as reactionary as this one into which these men 
plan to force us. Let us fight with all our might to avoid it, because it can be 
avoided. * * * Therefore, let us be on the alert so as not to be taken in by the 
maneuvers of the imperialists who wish to shed the blood of the Brazilian and 
Argentine people.” 

In this connection telegram No. 52, January 22, from Managua may be of 
special interest. 





ExuiBitr No, 377 


JANUARY 29, 1946. 
A-Br, ARA—Mr. Briggs. 
BA—Mr. Mein 


STATEMENT OF LuUIz CARLOS PRESTES REGARDING OUR ARGENTINE POLicy 


In addressing the general meeting of the Communist Party in Brazil in Rio 
de Janeiro on January 4, 1946, Luiz Carlos Prestes, leader of the Communists 
in Brazil, stated that the recent military coup in Venezuela and Brazil, the at- 
tempted coups in Panama, and the actions of the Apristas against democratic 
currents in Peru, were manifestations of the “aggressive spirit of the colonizing 
capital”. As to the Argentine problem he said: “There is nothing more seri 
ous * * * than Mr. Braden’s love for democracy, as well as his act of interest in 
the welfare of the Argentine people, while he says nothing about the Morinigo 
dictatorship or the friendiy relations the American Government maintains with 
the falangist tyranny of Franco.” He added that the Communist Party was 
against breaking relations with Argentina, which would be “the first step toward 
a conflict which could easily result in war, an imperialist war which would be 
contrary to the interests of our peoples.” 

The Tribuna Popular, the Communist newspaper in Brazil, on January 16 
published a telegram which Prestes is reported to have addressed to General 
Morinigo, President of Paraguay, on behalf of the National Executive Committee 
of the Communist Party of Brazil, requesting the abolition of the concentration 
camps, the granting of complete amnesty to political prisoners, and the permission 
for operation of political parties, including the Communist Party, as a guarantee 
of democracy and as the first step for the holding of free and honest elections 
which will “consolidate democratic liberties and the unity of the Paraguayan 
family, necessary to the defense of peace, and to the unity of the continent against 
the remnants of the Fascist and reactionary enemies of independence and of the 
liberty of nations.” 





Exursit No. 378 
JANUARY 30, 1946. 
A-Br. 
BA—Mr. Mein. 


STATEMENTS MADE BY LU1Iz CARLOS PRESTES ON OuR LATIN AMERICAN POLIcy 


In an interview to Diretrizes, Rio de Janeiro, on January 18, reprinted in 
the Tribuna Popular, the Communist paper, of January 19, Luiz Carlos Prestes 
is reported to have stated: “The breaking of diplomatic relations with Argentina, 
which would seem to me as apparently much desired by certain financial groups 
in Washington, would be a step toward war. From the breaking of diplomatic 
relations to an armed conflict—that would be the inevitable. We, however, will 
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not pull chestnuts out of the fire for anybody, nor will the Argentine people lend 
themselves to the drama now being played by the zealous and unexpected friend- 
ship of the type of Mr. Braden. We want to live in peace with Argentina as well 
as with the other nations. This is the determination of the Brazilian people, and 
we have nothing but good reasons to believe that this is the present policy of the 
Itamarati on this subject. We repudiate the idea of breaking diplomatic rela- 
tions as unpopular and contrary to the interests of the two peoples.” 

Prestes did not discuss the internal situation in Argentina, which he considers 
to be a matter exclusively for the Argentines but he did add, “It is only necessary 
to observe what is now going on to reach the conclusion that the country is on the 
verge of having a revolution which will be provoked from the outside. The 
foreign enemies of Peron more than anybody else are afraid that he will win the 
election. Therefore, the only remedy is a coup. It is, therefore, not hard to 
come to the conclusion that conditions are now being created to foment a revolu- 
tion before the elections which might easily result in a civil war. That is what 
the diplomats who are now placing pressure on the present Government want, 
now that the country has regained political liberty, amnesty, free press, and 
elections already set for the choice of representatives. Only now—it should be 
emphasized also in view of the Argentine situation—is it desired to intervene in 
the affairs of that nation.” 





Exuireit No. 379 


EXceRPTS FROM SpeecH oF Luiz CARLOS PRESTES DELIVERED AT SAO PAvto, 
FEBRUARY 7, 1946 


“Before concluding, allow me to call your attention to the provocations of 
foreign colonizing capital, to the most reactionary capitalism, to the imperial- 
ism—principally English and North American imperialism—in our country* * *. 

“If we are to fight, principally the laborers, we must fight conscientiously, 
with conviction, for democracy, against high cost of living, for better salaries ; 
you must be on guard against the provocators, against those who desire disorder 
in our country. * * * 

“Constant vigilance is necessary against these men. Today they are trying 
to form an ideclogy in our land, a condition so extreme as a war against the 
Argentine people. 

“Tt is one, Mr. Braden, of the Department of State. This same Department 
of State which maintains the best of relations with Franco’s Falangist Spain, 
with Salazar in Portugal, with Morinigo who tortures and assassinates the Para- 
guayan people in concentration camps, shows itself to be an intransigent partisan 
of a democracy in Argentina, and in the name of an Argentine democracy is 
endeavoring to make our Government break relations with that country. 

“We must, therefore, be alert. It is an imperialistic struggle which actually 
exists. Argentina is one of the only Latin American countries in which Yankee 
capital does not yet predominate. In Argentina, English capital predominates. 
Yankee capitalism intends to take advantage of the present moment to win a 
position in Argentina, the same as the position won in our country after the 
coup of 1930. Because if we were under English economic dominion until 1930, 
from 1930 on Yankee capitalism has predominated. It is a question, therefore, 
of a struggle for markets; it is a question of a dispute between imperialists. 
Consequently we are not the ones who should do the dirty work of these im- 
perialistic lords. 

“The Argentine Government is a dictatorship just as all the other well-known 
dictatorships of Latin America, * * * the same type as the one from which we 
have just emerged only a few days ago. It is a South American dictatorship, 
but that dictatorship has already yielded a great deal on the road to democracy. 
In Argentina, where Mr. Braden declared that there was no democracy, there 
is a free press, there is freedom of reunion, of political association; and also 
the Communist Party exists, which publishes its newspapers freely and for the 
first time was registered electorally as a party which could participate in the 
coming elections. That Government, which is reactionary, is calling elections 
for the people, who should be the intervening force in their own country. 

“Democracy in Argentina is a problem which concerns the Argentine people, 
and it is the Argentine people who will solve their problems. 

“We have seen, here in our own country, that if we advanced on the road to 
democracy it was because we fought without ceding and we shouted loudly that 
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no Mr. Braden—nor Mr. Berle had the right to talk of the internal affairs of 
our country. That is why we are also against the proposals of Minister Larreta, 
who seeks intervention in any country in the name of democracy. * * * 

“Which of the South American countries can really carry out an intervention 
in these terms? * * * Only the strongest—the United States of North America. 
They are the only ones capable of transforming this into reality. That is where 
they will begin: and from there on? 

“For that reason the proposal of Minister Larreta is really nothing more than 
North American intervention in the internal affairs of our people. 

“We are, therefore, against intervention of any kind. The problem of democ 
racy in Argentina is a problem of the Argentine people. They will resolve 
it for themselves. In regard to the rupture of relations with Argentina, it is 
just the same as taking the first step toward war; and what will that war be? 
Will it be a just war? Will it bring about progress? Will it have some interest 
for our people? 

“This would be an imperialistic war in which the blood of the Brazilian and 
Argentine people would be shed in the exclusive benefit of large foreign bankers, 
monopolists and colonizing capital. 

‘That is why we must be alert, vigilant; because the ideological preparation 
of that war has already been begun in our country and the bourgeois press will 
make use of all demagogic arguments in order to exploit the patriotic sentiments 
of our people to set them on the road toward this war. * * * 

“You can all rest assured that we will fulfill the oath that we take here: that 

e, Communists, will be against a war of that nature.” 


ExHrIBIT No, 380 


Rio DE JANEIRO, February 28, 1946. 
Subject: Communist Party of Brazil; speech of Luiz Carlos Prestes, in Sfio 
Paulo, February 7, 1946; attacks United States policy in the Argen- 
tine. 
The honorable the SECRETARY OF STATE, 
Washington, D, C. 

Sir: With reference to the Embassy’s current reports on the Brazilian Com- 
munist Party attacks on United States policy toward the Argentine, I have the 
honor to enclose a copy of a speech which Luiz Carlos Prestes delivered at a 
Communist meeting in Sio Paulo on the evening of February 7, 1946. 

As reported by the consul in Sao Paulo, Prestes devoted 25 minutes to a 
“violently anti-American tirade.” The principal points which he stressed were 
made in the nature of allegations (1) that the United States was promoting an 
Argentine-Brazilian war, and (2) that it was forbidding the sale of rubber 
products to the Argentine to the prejudice of Brazilian wheat imports. Passages 
dealing with the first of these allegations have been translated and are enclosed 
as an attachment to this dispatch. 

In other sections of his speech, Prestes devoted considerable attention to the 
evils of the Vargas regime and named the Trabalhista Party of Sio Paulo as a 
traitor to its class capable of selling out to foreign capitalists. 

Respectfully yours, 

For the Chargé d’Affaires: 

VINTON CHAPIN, 
First Secretary of Embassy. 

Enclosures: (1) Copy of Prestes’ speech; (2) extracts of speech in translation 
VChapin/eco 
File No. 800 

To Department in hectograph and original. 
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ExuHipit No. 381 
Marcu 28, 1946. 
A—Br/S—Mr. Spaeth. 
BA—Mr. Braddock 


Pure COMMUNIST Parry OF BRAZIL AND THE “BLUE Book” 


The newspaper A Classe Operaria, published in Rio de Janeiro as the official 
news organ of the Communist Party of Brazil, in its first issue published on 
March 9, 1946, printed the text of the statement of the Communist Party of 
Brazil on the Blue Book. The statement reads: 

“The executive committee of the Communist Party of Brazil, in the meeting 
held on February 16, 1946, made a detailed study of the statements contained in 
the so-called Blue Book, made public by the Department of State of the United 
States. After a complete discussion of the subject, the executive committee con 
cluded that the cited document is a definite indication of attempts being made by 
the most reactionary forces of investment capital to create an atmosphere of 
disorder in the continent assuming ostensibly a position of support or criticism 
of Latin American governments and political currents, and preaching foreign 
intervention against governments which they do not favor, for the purpose of 
protecting their interests and to stop the march of our people along the road 
of progress and democracy. 

’? The committee found, in addition to the above, justification for the con 
stant warnings made by the Communist Party of Brazil against the preparation 
for war in Latin America by imperialist forces, as contained in the political 
manifesto read to the last plenary session of the national committee and other 
declarations made subsequently by members of this executive committee. 

“3. The executive committee is firmly convinced that the document published 
by the Department of State of the United States is a symptom of the seriousness 
of the interimperialist fight in the continent, which is focused principally in 
River Plate area, and that on the pretext of defending democracy preparations 
are being made for the breaking of diplomatic relations by American nations with 
the Argentine Republic as the first step for foreign intervention and war against 
that country. A war of that type, undertaken directly by agents of investment 
capital, such as Braden and others, would undoubtedly be an unjust war, inter- 
imperialist, directed mainly against democracy and the independence of the Latin 
American people, having as its particular objective the annihilation of the labor 
and popular movements in our countries, : 

“In addition, the problem of Argentina, raised by the Department of State 
outside of the United Nations Organization, constitutes an attempt to form 
a bloe of American nations, which is contrary to the interests of our peoples 
and a threat to the cause of world peace. 

“4. As it applies to Brazil, the so-called Blue Book only confirms the well- 

known role of integralismo as the vanguard of the fifth column directly con- 
nected with the agents of the Axis in our land, and it is only strange that 
hetter known names, such as that of Felinto, Muller, and others, were not 
mentioned. The reference to the Falangist Aundés also confirmed what we 
have consistently stated concerning the role of spies and traitors undertaken 
by the Ambassadors of Spain and Portugal in Brazil. 
“5. The Communist Party of Brazil has always supported and will continue 
to support the fight of all peoples for democracy, for civil rights against re- 
actionaries and Fascists, against the cruelties of the police and concentration 
camps. At the same time, however, it reaffirms its position of unalterable 
defender of the principle of self-determination by tke peoples, a democratic 
victory included in the Atlantic Charter and the Charter of the United Na- 
tions, and strengthened by the victory over fascism, and that it is therefore 
ready to continue its fight to guarantee the Latin American people the right 
to decide for themselves all questions of domestic politics, using the weapons of 
democracy, such as the Argentine people already have, free from any foreign 
influences, since we know that the victory of democracy in a country is a re- 
suit of the struggle of its own people and cannot come from the outside. 

“Therefore, the Communist Party of Brazil warns all our people, as well 
as our brothers in other countries, that it is terribly disastrous to stimulate 
by any means an interventionist policy, which can be of interest only to the 
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strongest nation in the continent, the only one capable of undertaking, eco- 
nomically an‘ militarily, practical! and efficient intervention.” 
Rio de Janeiro, February 16, 1946. 
The Executive Committee of the Communist Party of Brazil. 
BA: JGMein: ifd 
3-28-46 


Exuipit No. 882 
Aveust 7, 1946, 

Office memorandum 
To: ARA—Messrs. Butler, Briggs; 

A-Br—Mr. Braden; 

NWC—Mr. Wells. 
From: BA—Mr. Mein. 
Subject: Communist Party in Brazil accuses United States of interference 

in Bolivia. 


The following statement, accusing the United States of directing the recent 
overthrow of the Bolivian Government, was issued by the Communist Party of 
Brazil on July 30, 1946: 

“Actually, the telegraphic dispatches of the last days make it clear that 
the recent events in Bolivia were directed by North American imperialist 
forces. It was even disclosed, according to Reuter, that among the dead in a 
tank there was a North American soldier, that rifles of North American manu 
facture were used to overthrow the Government, and that a Bolivian citizen 
residing in the United States has stated that the position of the North Amer 
ican ex-Ambassador in Argentina, the famous Braden, is potentially compro 
mised in the outcome of the Bolivian case. 

“Other dispatches of North American agencies say that the steel barons 
planned the armed coup against Villarroel. 

“It is no less revealing that there is open rejoicing in the Department in 
Washington over the destruction of the Villarroel government, while the Wash 
ington Post suggests the establishment of rapid transportation from the United 
States to Bolivia so that that country will not have to depend so much on 
Argentine products, but, naturally, on North American products, and speaks 
against the Argentine expansionist who would wish to incorporate Bolivia, etc., 
as though it involved a dispute between two imperialist powers for the domina- 
tion of Bolivia, whereas there is actually only one imperialist power in- 
volved—the United States. 

“There is also the impression that the Bolivian people not only participated, 
but took the initiative and control of the events in Bolivia, with the students as 
leaders. Some telegrams refer to the demands made by the students that the 
Army withdraw to its barracks and that it eliminate from its numbers the ele 
ments who opposed the movement, as if the armed forces were backing the stu 
dents and not the army. We see, therefore, the effort being made to present 
the coup as having been initiated and controlled by the people. 

“We are not discussing whether the government which succeeds that of Villar 
roel—who was a dictator and a reactionary—will be better for the Bolivian peo 
ple. We are discussing and condemning the fact that the North American Gov 
ernment continues to intervene as though they were mere colonies, and that their 
governments should be substituted each time they do not satisfy the interests 
of one or another financial group of the colonizing capital, principally, as it now 
appears, evident, for the purpose of obtaining in Bolivia the position lost in Ar 
gentina, openly favoring the most reactionary groups of each country in which 
it intervenes, because these are the groups which favor the policy of submitting 
their country to the imperialists, as is the case among us. It is not purely acci 
dental that at this moment there is rejoicing over the coup in Bolivia also on the 
part of a Fascist party such as the Partido Aprista of Peru, whose provocations 
against democracy are almost uninterrupted.” 
3A: JGMein: ifd 
7/46 
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Exuisit No. 385 
SEPTEMBER 12, 1946. 
Subject: Attempt of Communist writers to disassociate United States and Frank- 
lin D. Roosevelt in minds of Mexican people. 

rhis is a technique used not only by the Communists but also by certain of the 
conservative Hispanidad journalists, the race conscious, and the otherwise 

contented 

In illustration of this Laborde cites the public intervention of Ambassador 
Berle in the presidential succession in Brazil (where General Dutra is now the 
first to accept publicly for his country the hemisphere defense plan), the sig- 
nificant letter written recently by 50 American businessmen to the Department 
of State requesting intervention in Venezuela, and, most eloquent of all, the 
case of Bolivia, where the “demogogic, pseudo-democrat, Spruille Braden insti- 
gated directly the revolt against the Government of Villarroel.”” To prove this 
last point Laborde cites the letter addressed to Assistant Secretary Braden by 
IXrnesto Galarza, recently resigned Bolivian delegate to the Pan-American Union. 
Laborde quotes Galarza as saying that the State Department consistently opposed 
the revolutionary regime of Villarroal, and tells, as characteristic of dollar 
diplomacy, how the American Ambassador in La Paz managed in 1945 to get 
the Bolivian Foreign Minister to propose the ousting of the General of Labor 
because of alleged responsibility in the bad treatment of American mining per- 
sonnel, a thing which Galarza himself later determined had not existed. 





ExHrsit No. 384 


October 21, 1946: The following is taken from the Communist news service 
Prensa Continental, with main offices at Habana, and ought to come in handy to 
counter certain silly charges about your being in cahoots with certain people: 

“El aprismo ha devenido en un movimiento sometido totalmente a los dictados 
de los imperialistas yanquis, de los cuales su lider es el més fiel lacayo. Esta 
posicion es muy dificil de acoplar al furibundo ‘anti-imperialismo’ que antes 
sirvi6 de caballo de batalla a los lideres apristas, que hoy comen en la mano de 
Vister Braden.” 





ExHIpit No. 3885 
OFFICE MEMORANDUM, UNITED STATES GOVERN MENT 


JANUARY 2, 1947. 
To: BA, Mr. Braddock; ARA, Mr. Briggs; A-Br, Mr. Braden. 
rom: BA, Mr. Mein. 
Subject: Brazilian elections. 


Under the title “Braden’s Threats to Democracy” the Communist newspaper, 
Tribuna Popular, published in Rio de Janeiro, in a recent issue editorially attacks 
Assistant Secretary of State Braden who, the paper claims, “once again has 
threatened armed intervention in Latin American countries.” The paper adds 
that the diplomacy of the “atomic bomb in one hand and the dollar in the other 
is doomed to complete failure’ and urges the people to vote in the forthcoming 
elections (January 19) “for the Brazilian Communist Party candidates and 
against Braden and the imperialists.” 

JOHN GoRDON MEIN. 
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DEPARTMENTS 


TUESDAY, APRIL 6, 1954 


UNITED STATES SENATE, 
SuspcoMMITTEER To INVESTIGATE THE ADMINISTRATION 
OF THE INTERNAL SeEcurITy Act AND Orner INTERNAL 
Srcuriry LAws oF THE COMMITTEE ON THE JUDICIARY, 
Washington, FF. i. 

The subcommittee met at 10 a. m., pursuant to call, in room 318, 
Senate Office Building, Senator William E. Jenner, chairman of the 
subcommittee, presiding. 

Present: Senators Jenner, Welker, and Butler. 

Present also: Charles P. Gr imes, chief counsel to the subcommittee: 
Benjamin Mandel, research director; and Robert C. McManus, pro- 
fessional staff member. 

The CuatrMan. The committee will come to order. 

Call your witness. 

Mr. Grimes. Mr. Mitchell. 

The Cuairrman. Mr. Mitchell, will you take the witness stand, 
please? Will you besworn to testify ? 

Do you swear that the testimony you will give in this hearing will be 
the truth, the whole truth, and nothing but the truth, so he ‘Ip you God ¢ 

Mr. Mrrenewu. I do. 


TESTIMONY OF JONATHAN P. MITCHELL, CROTON-ON-HUDSON, N. Y. 


The CuHatrman. Will you state your full name? 

Mr. Mircuet. Jonathan Mitchell. 

The Cuarrman. Where do you reside, Mr. Mitchell ? 

Mr. Mrrcue tn. Croton-on-Hudson, N. Y. 

The Cuatrman. What is your business or profession ? 

Mr. Mircnein. Lama writer. 

The CuarrMan. Proceed, Mr. Grimes, with the questioning of the 
witness. 

Mr. Grimes. Mr. Mitchell, will you state your career briefly, from 
the time when you graduated from Amherst, first stating the year of 
your graduation and then what your occupation has been since that 
time ¢ 

Mr. Mircne in. I was a reporter and European correspondent for 
the New York World. 

Mr. Grimes. During what years? 

Mr. Mrrcnent. From 1922 to 1930, I believe. I was then Washing- 
ton correspondent of the New Republic until 1940. I then went to the 
Institute for Advanced Study at Princeton until 1944, I believe. 
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I then did free-lance writing until 1950, when I was associate edi- 
tor of ox wsweek for something over a ye: ar, and since then I have been 


writing again. ‘ 


Mr. Grimes. Did you have occasion in the year 1939 to undertake 
to write some speeches for Secretary Morgenthau ? 

Mr. Mircueny. Yes 

ve —— s. Will you ste ite, please, how you came to undertake to 

‘ite these spee he 

a Mircuetn, There had been a depression or recession in 1937 
Many of the officials of the administration were concerned to provide 
venture capital after that, and there was a great deal of talk about the 
need for setting up banks which would provide venture capital in the 
same way that money was being provided for homeowners and for 
farm owners and for banks which were in diffic ulty. 

Mr. Grimes. By banks under that proposal, do you mean banks to 
be established and owned by the Federal Government ? 

Mr. Mircueny. Yes, sir. 

Mr. Grimes. What officials, as you recall it, were making that pro- 
posal ? 

Mr. Mircuec.. I am sorry: I don’t remember the exact title at the 
time: but Mr. Jerome Frank was one of the leaders in the effort to set 
up these banks. 

Mr. Grimes. That is now Judge Jerome Frank ? 

Mr. Mircue wy. Judge Jerome Frank, of the New York circuit. 

Mr. Grimes. What other persons that you recall were making such 
proposals ? 

Mr. Mrrcenens. Former Assistant Attorney General Thurman 
Arnold was another official concerned with that. 

Mr. Grimes. Do you recall any others at the moment? 

Mr. Mrrcnenu. I believe that Mr. Leon Henderson was in this 
group. 

Mr. Grimes. What position did you take with respect to that pro- 

sal ¢ 

Mr. Mrrene.y, I took a position only once, and that was in a con- 
versation with Secretary Morgenthau. 

Mr. Grimes. Will you state what that was, please ? 

Mr. Mircnent. In conversation I said that the private enterprise 
had always provided venture capital—to a degree unknown anywhere 
else in the world—and if the difficulties which entrepreneurs had 
been faced with were removed, they would go ahead and provide ven- 
ture capital without anything needing to be done by the Government. 

Mr. Grimes. In other words, your view was that it could be pro- 
vided from private sources rather than governmental ? 

Mr. Mircuery. Yes. sir. 

Mr. Grimes. How did you happen to meet Secretary Morgenthau on 
that occasion ? 

Mr. Mireneny, I was at that time correspondent for the New Re- 
public, and, with other newspaper and magazine writers, I made it my 
business to see him. 

Mr. Grimes. You had known him before, had you? 

Mr. Mireneny. I had known him before, yes. 

Mr. Grimes. You met him on this occasion ? 

Mr. Mrrenent. That is right. 
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Mr. Grimes. Will you state the date or the time as nearly as you 
can, please, Mr. Mite ‘hell 2 

Mr. Mircnei.. It was sometime in the spring of 1939. 

Senator WeL_krer. May I ask a question, Mr. Chairman? 

The CHARMAN. Senator Welker. 

Senator Weiker. Mr. Mitchell, will you define the New Republic 
for the committee, please? Was that a conservative magazine or a 
liberal magazine? What generally was its political philosophy ¢ é 

Mr. Mircnenn. It sup ported the New Deal, but I think it was 
critical of the New Deal for being conservative rather than otherwise. 

Senator Werker. It was critical of the New Deal as being con- 
servative / 

Mr. Mitrcuenyi. Yes. It wished to go further. 

Senator Weiker. In other words, it might be construed as being a 
liberal publication, quite liberal ? 

Mr. Mircuey. I have a difficulty about using the characterization 
“liberal.” 

Senator Weiker. Yes. I do, too. So if you will define what you 
think the New Republic was, I would appreciate it. 

Mr. Mircurti. I must say it was the focus of several different in- 
fluences. Not all the editors had exactly the same opinion. There 
were among the editors some who greatly admired British and Ger- 
man socialism, I should say. 

Senator Werxer. I think that covers it. Thank you very much. 

Mr. Grmes. Mr. Mitchell, will you give, please, the conversation 
that you had with Secretary Mor genth: au on this occasion ¢ 

Mr. Mrrcnety. As I have just testified, I told him that I thought 
Americans could find their own money if the Government did not 
prevent them from doing it or make it difficult for them to do it; and 
this, [ am sure, was by no means the first time Secretary Morgenthau 
had heard this idea. He agreed, and soon afterward asked me if I 
would help him prepare some speeches for delivery the following 
winter. 

Mr. Grimes. Did you agree to do so? 

Mr. MircHetui. Yes, sir. 

Mr. Grimes. Did you prepare a speech ¢ 

Mr. MircuHe.u. Yes, sir. 

Mr. Grimes. What title did the speech bear ? 

Mr. Mitrcueti. The series of speeches were to have the general 
heading of “The Seedlings of Capitalism,” and if I remember cor- 
rectly—and I am not entirely sure | do-—I believe this was Secretary 
Morgenthau’s own proposal, his own choice of phrase. 

Mr. Grimes. Would you say that he was enthusiastic about the idee 
of delivering a series of speeches under that heading 

Mr. Mrrcneti. Moderately so, I think. 

Mr. Grimes. Were you commissioned to write the speeches or as- 
sist him in writing them? 

Mr. Mitcueny. Yes, sir. 

Mr. Grimes. Did you undertake to do that ? 

Mr. Mircuetyi. Yes, I did. 

Mr. Grimes. Did you submit a draft of the speech to him? 

Mr. Mrrenei. Yes, I did. 

Mr. Grimes. Do you recall whether you submitted more than one 
draft to him ? 
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Mr. Mirenect. As I recall it, I submitted an outline of 6 or 8 
speeches, the draft of 1 speech and a rather full outline of a second 
speech. 

Mr. Grimes. Did he read those drafts? 

Mr. Mircuenu. Yes, sir. 

Mr. Grimes. Did he express himself on the subject of the drafts? 

Mr. Mrrcnect. He did on the draft of the first speech, yes. 

Mr. Grimes. What did he say about it? 

Mr. Mrrcuewt. I am not very sure I remember the exact date, but 
ny memory is that sometime in August he called me up at my home 
over the weekend from his home, which was further up the Hudson 
River, and wanted the speeches done up at once, in a hurry, so he could 
deliver one of them. At that time he seemed to be committed to 
making these speeches. 

Mr. Grimes. Did he express himself as pleased with the speech that 
you had written / 

Mr. Mirener.. That I don’t recall. He was pleased with the idea. 

Mr. Grimes. He did say that he was prepared to make that speech 
and wanted you to finish it in a hurry, is that correct, or to submit it in 
a hurry? 

Mr. Mrrene ui. He said he wanted me to finish it in a hurry, and I 
gvathered from that that he meant that. 

Mr. Grimes. What happened after that? I should ask you this: 
I gather it is true, but will you state for the record, please, whether 
or not the speech which you submitted and which he was in a hurry 
to give, incorporated the ideas which you described a minute or two 
ago, namely, that private capital should form the basis of ¢ apital 
in this country? Would you outline briefly the ideas that you incor- 
porated in the speech for Secretary Morgenthau, please ? 

Mr. Mirenett. Yes. This was a special sort of risk capital, the 
capital which a young man needs to have to start a business, a man who 
is not in a business but who has some idea of merchandising or manu- 
facturing and gets together a few dollars from his family, and then 
he is a success and needs money to expand and has to go to sources 
other than his family or friends to get the money. 

Mr. Grimes. Did you express the view that certain of our laws 
hampered this type of enter ‘prise ? 

Mr. Mircneni. Yes, that is right. 

Mr. Grimes. Would you elaborate that idea, please; that is to say, 
as contained in the speech which you had submitted to him ? 

Mr. Mircne... Sir, the criticisms of administration policy were in 
the vaguest possible terms. Secretary Morgenthau was a member of 
the administration, and when one helps a Cabinet officer with speeches 
he does not ordinarily ask him or suggest to him that he criticize his 
colleagues. So the problem was stated, and the question was asked 
whether some of these laws had not been of a nature to make it difficult 
to raise ¢ apiti al. 

Mr. Grimes. Would you state the principal laws that you had in 
mind, those that prohibited- — 

Mr. Mrrenei. Primarily the tax laws which had been enacted just 
prior to the 1937 recession, and which many people believed had 
something to do with the recession. There was also the question of 
the excessively low interest rate, because of which many people who 
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otherwise would have advanced money for business were reluctant 
to do so. 

Mr. Grimes. Was that speech given ? 

Mr. Mircne tt. No, sir. 

Mr. Grimes. What were the circumstances that took place in con- 
nection with the failure to give that speech ? 

Mr. Mrircuewn. After the conversation that I have reported in 
August, there were many, many postponements of going on and 
finally, I think sometime late in the year, around November or De- 
cember, I was told that the Secretary wouldn’t give the speeches and 
I was in a sense reprimanded for trying to suggest that the Secre- 
tary should ever have given them. 

Mr. Grimes. When and where did you receive this information and 
this reprimand ? 

Mr. Mrirenevi. In the Treasury, by a number of Secretary Mor- 
genthau’s advisers, I think the chief of whom would have been Assist- 
ant Secretary Gaston, who was my former colleague on the New York 
World and in a sense made it a part of his duty to oversee the Secre- 
tary’s public relations. 

Mr. Grimes. What did Mr. Gaston, Assistant Secretary of the 
Treasury, say to you about the speech ? 

Mr. Mrrerrent. He expressed no opinion on his own behalf of any 
sort, but told me, as I remember it—and I want to be quite explicit 
that my memory is not by any means clear on this—that a man named 
White in the Department wouldn’t stand for it. 

Mr. Grimes. A man named White wouldn’t stand for it ? 

Mr. Mircuey. Yes. 

Mr. Grimes. Do you know what White that was? 

Mr. Mircueiy. At the time, I did not. 

Mr. Grimes. Did you find out later / 

Mr. Mrrcneiu. Yes, sir. Mr. Harry D. White. 

Mr. Grimes. Mr. Harry Dexter White? 

Mr. Mircnetu. Yes, sir. 

Mr. Grimes. That Mr. White would not stand for it, and the speech 
therefore was not delivered by Secretary Morgenthau ? 

Mr. Mircnetu. Yes, sir. 

Mr. Grimes. That was told you by Assistant Secretary of the Treas- 
ury Gaston, is that correct ? 

Mr. Mircuenu. Yes, sir. 

Mr. Grimes. Had you met Harry Dexter White up to that time? 

Mr. Mircuety. No, sir; I had not. 

Mr. Grimes. Did you meet him on a later occasion ? 

Mr. Mircuetu. Yes, sir. 

Mr. Grimes. Would you explain, please, what that occasion was, 
when it was, and where it took place, and how you happened to meet 
him ? 

Mr. Mitcnetu. As I have said, after 1940 I went to the Institute for 
Advanced Study at Princeton. A number of my colleagues 

Mr. Grimes. What subject did you take at the Institute for Ad- 
vanced Studies at Princeton? You were pursuing, of course, some 
field. What was that field? 

Mr. Mircuetn. It was a study of the Senate and how the Senate 
operates and what its value is, and so on. 
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Mr. Grimes. I gather you concluded it had some value ? 

Mr. Mrrenent. Yes, I think it is a very wonderful institution. 

The CuarrmMan. We thank you for that. 

Senator We_ker. Would you ask him if that is an 8-year course ? 

Mr. Grimes. Senator Welker wants to know if that is an 8-year 
course. 

Mr. Mrrenewy. I don’t pretend that I have found out all there is to 
know about it, although I spent a long time at it. 

Mr. Grimes. While you were pursuing your studies at Princeton 
at the Institute of Advanced Study, you did meet Harry Dexter 
White? 

Mr. Mircnuety. Yes. 

Mr. Grives. Will you tell us under what circumstances, how you 
came to meet him, first ? 

Mr. Mircnetn.. A number of my colleagues were advisers of the 
lreasury. They began to ask me if I knew a person named White, 
and this finally came to a sort of climax in 1943, in which they said 
that they had become convinced that White had influence in the 
Senate far beyond public knowledge—— 

Mr. Grrewes. In the what ? 

Mr. Mrrcueiy. In the Treasury—excuse me—far beyond public 
knowledge and far beyond his nominal title. 

The specific grounds on which the suspicion rested were that these 
colleagues of mine attended quite regularly the staff conferences of 
the Secretary. There was a general meeting with perhaps 50 or 60 
persons present, once a week, and the people from the institute would 
very aoe n have worked out plans for technical—they were interested 
in the technique of carrying the very large war debt at that time 
They had worked out procedures, plans, and so on, with Secret: wy 
Morgenthau; that is, they had given him their advice, and the Secre- 
tary accepted it . ae these meetings, these plans would be chewed to 
preces. 

After a great deal of careful observation and comparing of notes, 
they were convinced that each time the opposition came from the 
same quarter; namely, Mr. White, and they took to watching him at 
the meetings, and they caught him passing notes to people who then 
vot up and raised extraneous subjects or presented opposite views. 
hey found that whenever these devices didn’t work, Mr. White him- 
elf would wait until he was certain the Secretary was about to leave, 
and then rise and say, “I would like to summarize what has been said 
here today,” and he would summarize it without any relation to what 
actually had been said. 

Mr. Grimes. Then influenced action in some manner ? 

Mr. Mrrcne.t. These meetings were sort of the way in which the 
Secretary—— ' 

Mr. Grimes. Yes; but he would summarize what had been said quite 
neorrectly and inaccurately ; is that correct ? 

Mr. MircHetyi. Yes. 

Mr. Grimes. Then what would happen ? 

Mr. Mircweyi. Either the action would be taken in the sense that 
Mr. White desired, or no action would be taken at all. 

Mr. Grimes. Did your colleagues suggest that you try to look into 
this matter somewhat ? 
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Mr. Mrrceneii. That is right. They wanted to know who White 
was and what I could find out about him. 

Mr. Grimes. Did they express themselves as disturbed over the 
situation in the Treasury ¢ 

Mr. Mircuenn. Yes, sir. 

Mr. Grimes. In other words, they presented to you, did they not, a 
picture of White dominating the Secretary of the Treasury and 
miaking the decisions ? 

Mr. Mircneni. Yes; I think that is correct. 

Mr. Grimes. What did you do in line with their request that you 
look into the matter and see if you could find out who White was 
and what he was up to? 

Mr. Mircuet. | arranged to have lunch with him. 

Mr. Grimes. Through whom did you make the arrangement? 

Mr. Mrreneit. Through Assistant Secretary Gaston. 

Mr. Grimes. Did you have lunch with White ¢ 

Mr. Mrrcnenni. Yes, sir. 

Mr. Grimes. Where did that take place? 

Mr. Mrrcnevit. In the dining rooms in the basement of the 
Treasury. 

Mr. Grimes. Have you any way of fixing the approximate date 
of that lunch ? 

Mr. Mrrcnetz. Yes, sir. It was August 5 or 6, and I remember 
it because it was just before V-J Day. 

Mr. Grimes. The year, of course, would be 1945? 

Mr. Mircnexy. 1945, yes. 

Mr. Grimes. Just before the Japanese surrender ? 

Mr. Mircuett. Yes, sir. 

Mr. Grimes. Will you tell what happened, please, at that luncheon, 
starting at the beginning? 

Mr. Mircnentn. Possibly I might say that the luncheon divided 
itself, as it turned out, into two parts. The first few minutes, the 
first 20 minutes or so, were taken up in a discussion of the work 
which Mr. White had been doing—— 

The CHarrman. Who was present at the luncheon ? 

Mr. Mrrcewett. Mr. White, Assistant Secretary Gaston, and my- 
self. It was in one of these small dining rooms in the bottom of 
the Treasury. Although there were a great many tables and chairs, 
we were the only persons in the room. 

Mr. Grimes. Go ahead, please. You said the first 20 minutes 
were taken up by a discussion of what Mr. White was doing and 
planned to do? 

Mr. Mrrcneti. Yes. As I remember it, the first thing I brought 
up was what the sterling rate was likely to be. My mission was to 
try to get Mr. White to tell something about himself, and I merely 
brought that up because I knew or at least I thought this was a mat- 
ter of interest. 

He pointed out that there was a—I am not absolutely sure whether 
the British Labor Party had taken power at that moment or not, 
but he at any rate believed it would, if it hadn’t. I think, as a mat 
ter of fact, that it had—and that Mr. Attlee would need a great 
many months to make up his mind what he wanted to do. He went 
into some of the considerations that would probably weigh on Mr. 
Attlee’s mind. 
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From that he went over to the International Monetary Fund, which 
a few weeks—I think about 3 weeks—before, had been finally ap- 
proved by the Congress and was the subject of a great deal of talk 

that time. 

Mr. Grimes. Was it generally understood, then, that Mr. White 
would endeavor to head the International Monetary Fund, or do you 
not know ¢ 

Mr. Mirenecy. I don’t know. 

Mr. Grimes. You knew that he had worked a great deal on the 
fund, did you not? 

Mr. Mircuenn. Yes, I did. 

Mr. Grimes. Go ahead, please, and tell the Senators what he said 
ibout the future operations of the International Monetary Fund and 
the future methods of doing business, both in Europe and in the 
United States, as he saw it. 

Mr. Mrreneny. As I remember it, Mr. White said that England’s 
position was very difficult because of the huge sterling balances owned 
by foreigners, by non-Britishers, by the Indians and Egyptians in 
London and by the Argentines, and until some of this was dealt with, 
which he foresaw would be extremely difficult, he doubted whether 
London would be eligible for the monetary fund or willing to use it. 

This was a subject in which I myself was interested, and I pressed 
him at some length on this. I found, to my great surprise, that he 
had, or at least this is the conclusion that I possibly ought not to 
state—that he really had very little interest in the monetary fund. 

Mr. Grimes. Did he express himself upon the future methods of 
trade in the world to you during the course of this first 20 minutes, 
as you have described it, of your conversation; that is to say, how in- 
evitably Europe would do business and how the United States would 
lo business as he saw it? 

Mr. Mrrcnety. Not in this first part of the conversation. 

Mr. Grimes. That came later? 

Mr. Mrrcnert. That came later; yes. 

Mr. Grimes. Will you go ahead in your own way in describing the 
conversation that took place during this luncheon ? 

Mr. Mircureiy. After our conversation about the monetary fund 
had dropped of its own weight, he then started to question me. He 
knew that Mr. Harold Laski— 

Mr. Gries. Laski? Harold Laski? 

Mr. Mrrcneiy. Yes. Was a contributing editor of the New Re- 
public, and that I knew him. He asked me if I didn’t think he was a 
great man, and in particular what I thought of his then latest book 
which had come out about a year before, as I recall it. 

Mr. Grimes. Is that the book, Faith, Reason, and Civilization ? 

Mr. Mrrcnei. Yes. 

Mr. Grimes. Go ahead, please. 

Mr. Mrrcneu. I didn’t wish to be controversial about anything, 
and I said what I thought was the universal opinion about Mr. Laski; 
that he was a charming teller of cockney stories, but intellectually a 
lightweight. 

This infuriated Mr. White. He then read me a very long lecture. 

Mr. Grimes. When you said “read,” you mean “gave”? 

Mr. Mrrcue i. He gave me a very long lecture on my lack of under- 
standing of the world I was living in, and my denseness in foreseeing 
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the future, and tried to spell that out by explaining to me that at that 
time, which was true, all business across international frontiers was 
being done by governments. Because of the failure of the monetary 
fund to operate, which Mr. White foresaw, this, in the case of every 
nation except the United States, would have to be the procedure in 
the future. 

Mr. Grimes. That is, all trade would be governmental in the future 
in the case of all nations except the United States ? 

Mr. Mrreneuy. All international trade. 

Mr. Grimes. All international trade. 

Mr. Mircuei.. Do you want me to spell that out ? 

Mr. Grimes. Yes, please. 

Mr. Mircnenti. At that time, raw materials were bought by all 
governments, and then were parceled out by the governments to their 
national firms after they had crossed the boundaries. Nearly all 
manufactured goods were being bought by governments for war pur- 
poses, and then each government would distribute the machinery, or 
whatever it was, to its nationals to be used in war production. So 
anything which passed a boundary, frontier, was under the control of 
the government of the country. 

Mr. Grimes. Mr. Mitchell, that of course was true during the war, 
which was still then on; but when Mr. White was speaking, was he 
speaking of war conditions or was he speaking of the postwar 
conditions ? 

Mr. Mrrcnevi. He was speaking of postwar conditions. In order 
for this situation to be changed, private businessmen had to be able 
to get money to spend outside their countries, and it was the purpose 
of the monetary fund—at least it was the purpose, I think, of Lord 
Keynes for the monetary fund—to make possible the convertibility 
of currency. 

Senator Weiker. May I ask a question, Mr. Chairman ? 

The CHarrMan. Senator Welker. 

Senator We.iker. Mr. Mitchell, when you appeared a bit critical of 
Mr. Laski, is it your testimony that Mr. White became quite angry, 
vitriolic at you, and made quite a lengthy, bitter speech against your 
ideas of business and the operation of future Government trade? 

Mr. Mircueuy. Yes, sir. 

Senator WeLxker. That little speech that he delivered to you was 
quite lengthy; is that true? 

Mr. Mircueti. I should think so. It was. As I remember it, 
we were there at lunch a little over an hour, and I think 40 minutes of 
that time were spent in Mr. White’s explaining to me my denseness 
about this. 

Senator We.ixer. That was brought about because of the fact that 
you termed Mr. Laski a lightweight, but quite a storyteller ¢ 

Mr. Mircnewn. That is right. 

Senator We.ker. That brought about the lecture that you received 
from Harry Dexter White? 

Mr. Mircuenu. Yes, sir. 

Senator Weriker. Thank you. 

Mr. Grimes. You are familiar with Mr. Laski’s book, Faith, 
Reason, and Civilization, are you not ? 


Mr. Mircuey. Yes, sir. 
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Mr. Grimes. And you were at the time of the conversation? You 
had read the book ? 

Mr. Mircueiyi. Yes. I haven't read it since. 

Mr. Grimes. Would you state, please, what the thesis of Laski’s 
book was? 

Mr. Mrircuenn. I think the thesis could be put as saying that the 
Second World War was the end of a oreat historic period, and that 
private business or capitalism had proved itself inadequate, and that 
the faith which underlay it, the Christian faith, no longer had any 
validity for the people who were living then; and that, happily, the 
Russia Ss had worked out a new Sy stem of economics and a new faith 
which could replace capitalism and Christianity. 

Mr. Grimes. Laski expressed himself as wholeheartedly in favor of 
the Russian system as replacing both capitalism and Christianity, 
did he not ¢ 

Mr. Mrrcueiy. Yes, sir. I think that was his great pro-Russian 
phase. 

Mr. Grimes. This was the book that White expressed himself—in 
what terms did White express himself about this book ? 

Mr. Mrrenetit. Mr. White said that this was by all odds the most 
profound book which had been written in our lifetime, and that no one 
had foreseen with such uncanny accuracy and depth the way in 
which the world was going. 

Mr. Grimes. In other words, his approval of Laski’s views was 
LOO percent, would you say ¢ 

Mr. Mircuenn. Yes, sir. 

Mr. Grimes. And anyone who could not see that was stupid ? 

Mr. Mircwetu. Yes, sir. 

Mr. Grimes. Including yourself? Was that his thesis? 

Mr. Mrrcneii. Particularly myself. 

Mr. Grimes. Particularly yourself. Did he during the course of 
this conversation predict the future economic system of the United 
states ¢ 

Mr. Mirenett. Yes. He said that already at that time private 
business in England and on the continent of Europe was wholly 
under the control of the government of each country, which was true, 
and that this situation could not be broken because there would be 
no way, because none of these countries had capital enough to relax 
the restrictions which they put on business. 

Mr. Grimes. In other words, that would be, in his opinion, the 
permanent economic condition of Europe? 

Mr. Mircue tt. That is right. 

Mr. Grimes. Including England ¢ 

Mr. M’rcnett. Well, I am doing Mr. White an injustice to say 
that it would be. His point was that it already had happened. 

Mr. Grimes. And there would be no change in the postwar world ? 

Mr. Mircuewn. That is right; but that most people didn’t realize 
what had happened. Mr, Laski and he did know what had happened. 

Mr. Grimes. What did he say with reference to the future economic 
condition and situation in the United States? 

Mr. Mircuevu. He said that we, the United States, because of its 
tremendous domestic market, could carry on for some time. That is, I 
should go back and say that his point was that so much of the business 
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of European companies is across international boundaries they could 
not continue as private business. The amount of their business which 
would be under government control was very large. 

In America it was possible for a businessman to carry on a business 
wholly within American boundaries and without being under the 
Government. But, to his mind, it was entirely clear that with a 
world in which private business had disappeared, the United States 
system could not very long survive. 

Mr. Grimes. Did he express a prediction as to time ? 

Mr. Mircueiy. Yes. In the context of his speech he was talking 
about between 5 and 10 years. 

Mr. Grimes. In other words, our system of capitalism could not 
last more than 5 or 10 years, in his opinion, as he expressed himself 
then and there; is that correct ? 

Mr. Mrrcuetu. Yes, sir. 

Mr. Grimes. Will you go ahead, please? 

Mr. Mircnext. That is about the substance of what he had to say. 
A little incident happened at the end 

Mr. Grimes. Before we get to that, is it fair to say that Mr. White 
expressed himself as 100 percent in favor of communism in his 
approval of Mr. Laski’s book ? 

Mr. Mrrcueiy. So far as I remember, he at no occasion used the 
word “communism.” He expressed extravagant approval of Mr. 
Laski’s book, which was a eulogy of communism. 

Mr. Grimes. A eulogy of communism ? 

Mr. Mrrcuexy. Yes. 

Mr. Grimes. Will you tell about the close of the luncheon, please? 

Mr. Mircnue.t. I expressed mild dissent at Mr. White’s argument, 
and at each dissent he became more and more upset and toward the 
end of the lunch, at the end of the lunch, he arose and advanced upon 
me with his arms swinging, and Mr. Gaston 

Mr. Grogs. Fists clinched ? 

Mr. Mrircneti. No. I think, as a matter of fact, his hands were 
clutching. It wasn’t exactly the way I think most people would behave 
in the circumstances. At any rate, Mr. Gaston arose and put his arms 
around White, and they waltzed back and forth for 3 or 4 minutes until 
Mr. White became calmer and agreed to sit down. That more or less 
destroyed the spirit of the lunch. We broke up soon thereafter on the 
worst possible terms, I think. 

Mr. Grimes. Was it clear to you that he did try to make some kind 
of physical attack upon you? 

Mr. Mrrcnet. I have since found out that he suffered from high 
blood pressure, and I think a great deal of the excessive emotion he 
showed was partly due to that. 

The Cuatmman. He did advance toward you? 

Mr. Mircne yi. Oh, yes, he was extremely angry. 

Senator Weiker. Is there any question in your mind that had Mr. 
Gaston not interceded, you would have had physical contact with Mr. 
White? 

Mr. Mrrcne.. No, there is no question. 

Senator We.ker. There is no question about that? 

Mr. Mircuett. No. He was in a towering rage. 

Senator Wetxer. Mr. Mitchell, in the discussion that you have just 
related with White, I will ask you if it is not a fact that Mr. White was 
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discussing matters of government which primarily should have been 
in the State Department of the United States rather than in the 
Treasury Department ¢ 

Mr. Mrrenett. In his analysis of the situation, I think he was talk 
ing primarily about economic matters, sir. 

Senator Weixer. At any time in future discussions with Mr. White, 

‘from any information you have learned from his discussions, did 
e get into the field of diplomacy, which should be exercised by the 

ate De} vartment ¢ 
"Mr. Mer HELL. Sir, I think it was a well-known matter that Treas- 
ury did have its representatives in every capital of the world and did 
have an independent foreign policy, and there was constant friction 
with the State Department. But that, so far as I remember, did not 
come 7 directly in this conversation. 

The Cuarrman. Mr. Mitchell, did you know at the time of this 
luncheon which you have just descr ibed in detail, that H: arry Dexter 
White had been designated by the Treasury Department as the official 
representative to the State Department concerning all matters of 
foreign relations? 

Mr. Mircuey. No, I did not, sir. 

Mr. Gries. Mr. Chairman, at this time I am going to ask our 
Research Director, Mr. Mandel, to read into the record certain por- 
tions or conclusions from our own files, and certain other official 
documents and some communications, for the purpose of showing the 
mportance of Mr, Harry Dexter White, not only in the Treasury 
Department, but to the Government of the United States in general, 
and also bearing further upon his beliefs. 

The Cratrman. Let the record show that Senator Butler is in 
attendance at this session. 

Proceed, Mr. Mandel. 

Mr. Manvev. I have here the Department of State bulletin entitled 
“Developing Plans for an International Monetary Fund and a World 
3ank.” by John Parke Young, adviser, Office of Financial and 

Development Policy, Office of Public Affairs, Department of State. 

Mr. Grimes. In other words, that is an official Department of State 
document, Mr. Mandel ? 

Mr. Manpet. Yes, sir. Released December 1950. Participating in 
the formulation of this document are certain individuals whom I wish 
to describe later very briefly. They have come up before in our hear- 
ings. 

At the outset, this document says: 

“During that period, the Treasury Department’s Division of Mone- 
tary Research, under the leadership of Harry D. White, was giving 
independent study to these same questions. * * *” 

Mr. White’s name occurs all through the list of the committees 
participating in this study. Also enumerated here are V. Frank 
(‘oe—— 

The Crarrman. Right there, Mr. Mandel, what does our record 
show concerning V. Frank Coe? 

Mr. Manvev. Mr. Chairman, may I take up the summary of the 
individuals involved later, because a number of them occur together. 

Also Lauchlin Currie. 

I wish to offer this for the record. 

The Cuarrman. It may go into the record and become a part of it. 


h 
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(The State Department Bulletin referred to was marked “Exhibit 
No. 388” and is as follows:) 


Exuyieir No. 3888 


[Reprint from the Department of State Bulletin] 


Department of State publications 4046, International Organization and Confer- 
ence Series LV, International Bank and Monetary Fund 1, released December 
1950; reprinted from the Department of State Bulletin of November 13, 1950. 
Division of Publications, Office of Public Affairs 


DEVELOPING PLANS For AN INTERNATIONAL MONETARY FUND AND A WorLp BANK 
(By John Parke Young, adviser, Office of Financial and Development Policy ) 
FORMULATION OF UNITED STATES PROPOSALS 


The studies which the United States Government undertook regarding the kind 
of international financial machinery that would be needed in the postwar period 
were commenced shortly after the outbreak of hostilities in 1939. Secretary 
of State Cordell Hull, in December 1939, appointed from among the higher officers 
of the Department of State a committee known as the Advisory Committee on 
Problems of Foreign Relations. This committe had three subcommittees, one to 
deal with each of the following subjects: 

Political problems ; 

Limitation and Reduction of Armaments ; and 

Economie problems 

The subcommittee on economic problems concerned itself, among other things, 
with postwar financial and monetary matters. Among the early papers it con- 
sidered was one entitled “Interlocking of Commercial, Financial, Monetary, and 
Other Economie Problems.” This committee was expanded in May 1940 to include 
representatives from other Departments and accordingly became the Interdepart 
mental Group To Consider International Economie Problems and Policies.* This 
group appointed a subgroup on monetary and financial policy which held a series 
of meetings beginning in the fall of 1940. 

During that period, the Treasury Department’s Division of Monetary Re- 
search, under the leadership of Harry D. White was giving independent study 
to these same questions, and, in the latter part of December 1941, produced a 
memorandum entitled, “Proposal for a Stabilization Fund of the United and 
Associated Nations.” This draft proposal was submitted to the State Depart- 
ment early in January 1942 with the suggestion that the proposal be presented 
to the Conference of Ministers of Foreign Affairs of the American Republics 
which was to convene later that month in Rio de Janeiro. The Treasury Depart- 
ment suggested also that the proposal be submitted simultaneously to all of the 
other members of the United Nations. Although the proposal was not submitted 
to the Conference, nor to any other nation at that time, the following resolution, 
presented by the United States, was adopted by the Rio de Janeiro Conference as 
Resolution XV: 

“1, A more effective mobilization and utilization of foreign exchange resources 
would be of assistance in the struggle against aggression and would contribute 
to the realization of the economic objectives set forth at the First and Second 
Meetings of the Ministers of Foreign Affairs of the American Republics at 
Panama and Habana; and 

“2. The American Republics which are combined in a common effort to main- 
tain their political and economic independence can cooperate in the creation of 
un organization to promote stability of foreign exchange rates, encourage the 
international movement of productive capital, facilitate the reduction of arti 
ficial and discriminatory barriers to the movement of goods, assist in the cor 
rection of the maldistribution of gold, strengthen monetary systems, and facili- 
tate the maintenance of monetary policies that avoid serious inflation or 
deflation. 


'The membership of this group consisted initially of the following: State Department : 
leo Pasvolsky (Chairman), Adolf A. Berle, Jr., Henry F. Grady, Lynn R. Edminster, 
Herbert Beis, Harry C. Hawkins: Treasury Department: H. Merle Cochran, Harry D 
White Commerce Department: Grosvenor M. Jones, Louis Domeratzky, Richard V 
Gilbert Department of Agriculture: Mordecai Ezekiel, James L. McCamy, Howard R. 
Tolley, and Leslie A. Wheeler 
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“The Third Meeting of the Ministers of Foreign Affairs of the American 
fepublics 

“Recommends: ; : 

“1. That the Governments of the American Republics participate in a special 
conference of Ministers of Finance or their representatives to be called for the 
purpose of considering the establishment of an international stabilization fund. 

” That the conference in considering the establishment of such a fund shall 
formulate the plan of organization, powers, and resources necessary to the proper 
functioning of the fund, shall determine the conditions requisite to participation 
in the fund, and shall propose principles to guide the fund in its operation. 

The Treasury Department continued to make studies and, in March 1942, a 
memorandum was prepared entitled, “Preliminary Draft Proposal for United 





Nations Stabilization Fund and a Bank for Reconstruction and Development of 


the United and Associated Nations.” This proposal dealt also with various 
economic problems in the field of commercial policy and commodity agreements, 
although it was subsequently narrowed to more strictly financial problems. 


Secretary Morgenthau presented the matter to President Roosevelt in May 1942 
ind proposed that the United States call a conference of Ministers of Finance 
to consider it. The President, in turn, suggested that the proposal be discussed 
with the Department of State and other Government agencies and that the 
question of such a possible conference be discussed with Secretary Hull. 

Following the discussion with the President, an interdepartmental group, 
known as the Cabinet Committee, met, May 25, 1942, in Secretary Morgenthau’s 
office to consider the proposals. Those present at this meeting believed it de- 
sirable that the United States proceed with its plans and endeavor to establish 
the necessary international financial institutions prior to the postwar period. 
The group agreed to establish an interdepartmental subcommittee to which the 
interested agencies would send representatives ; this subcommittee would report 
to the so-called Cabinet Committee. 

The interdepartmental subcommittee, known as the American Technical Com- 
mittee, held its first meeting May 28, 1942. The agencies represented were 
Department of State, Treasury Department, Department of Commerce, Board 
of Governors of the Federal Reserve System, the Securities and Exchange Com- 
mission, and the Foreign Economic Administration. This Committee, under the 
chairmanship of Harry D. White of the Treasury Department, gave detailed 
consideration to the plans for a Monetary Fund and Bank, held numerous meet- 
ings over the next few years, and was to a large extent responsible for the final 
form of these institutions.’ 

The Committee in 1942 discussed the calling of a United Nations conference of 
technical experts to consider the Treasury proposal and so recommended to the 
Cabinet Committee. At a meeting of the Cabinet Committee in July 1942,* Mr. 
Acheson said the State Department believed that no general conference should be 
held before preliminary discussions had taken place with the United Kingdom and 
other large countries. After considerable deliberation it was agreed, in January 
1943, that such exploratory discussions should take place with experts from six 
countries. 

Considerable work in the field of international financial problems was being 
carried on in the meantime in the State Department by the Division of Special 
Research under the direction of Leo Pasvolsky and, after the end of 1942, by the 
new Division of Economic Studies of which Leroy D. Stinebower was chief. This 
new Division, in addition to studying monetary matters, prepared a plan for an 


nee 


* This meeting was attended by: Department of State: Leo Pasvolsky and Herbert Feis: 
Treasury Department: Henry Morgenthau, David W. Bell, Edward A. Foley, Harry D. 
White, Bernard Bernstein, and Frank A. Southard, Jr.; Commerce Department: Jesse H. 
Jones Board of Governors of the Federal Reserve System: Marriner S. Eccles and 
Emanuel A. Goldenweiser; Board of Economic Warfare: Louis Bean and V. Frank Coe. 

*'The individuals serving on this Committee varied from time to time, but the principal 
attendants were as follows: White House: Benjamin Cohen; State Department: William 
Adams Brown, Jr., E. G. Collado, Frederick Livesey, Leo Pasvolsky, John Parke Young; 
Treasury Department: Elting Arnold, Edward M. Bernstein, Henry J. Bittermann, Ansel F. 
Luxford, Raymond F. Mikesell, Harry D. White; Commerce: William L. Clayton, Hal B. 
Lary, August Maffry; Federal Reserve Board: Alice Bourneuf, Walter Gardner, EB. A. 
Goldenweiser ; Securities and Exchange Commission: Walter C. Louchheim:; Export- 
Import Bank: Hawthorne Arey, Warren Lee Pierson; Foreign Economic Administration : 
James W. Angell, V. Frank Coe; National Resources Planning Board: Alvin H. Hansen. 

* The meeting was held in Mr. Morgenthau’s office at the Treasury and was attended by: 
White House: Lauchlin Currie; State Department: Dean Acheson and Leo Pasvolsky ; 
Commerce Department: Jesse H. Jones; Federal Reserve Board: Marriner S. Eccles and 
Emanuel A. Goldenweiser ; Board of Economic Warfare: Louis Bean and V. Frank Coe. 
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International Investment Agency to make loans and facilitate the flow of capital 
Assistant Secretary Berle transmitted this proposal to the American Technical 
Committee in 1948. The Division of Economic Studies also gave considerable 
attention to means of reviving private investment and to the question of a 
possible international organization to develop and enforce standards of invest- 
ment practice and principles of equitable treatment by foreign governments 
Under the chairmanship of Mr. Berle and later Mr. Pasvolsky, a series of meet- 
ings in the State Department considered fundamental problems of international 
finance and investment. Most of the attendants at these meetings were also 
members of the American Technical Committee. 


COMPARISON WITH BRITISH PROPOSALS 


During this period when the United States was considering international 
monetary and financial problems and was making plans for bilateral discussions 
of its proposals, the United Kingdom was considering the same problems. In 
August 1942, the British Embassy in Washington transmitted to the State and 
Treasury Departments copies of a plan entitled “Proposals for an International 
Clearing Union.” <A letter to Assistant Secretary Berle said that the statement 
was for the informal consideration of United States experts. 

The proposal had been prepared by John Maynard Keynes and came to be 
known as the Keynes Plan; the United States proposal was popularly known 
as the White Plan. The United States plan was made available to the British, 
and a series of informal discussions took place between British and American 
technical experts. Under the leadership of the United Kingdom, a series of 
meetings also took place in London attended by representatives of the various 
governments in exile. The two plans remained strictly secret as far as the 
general public was concerned. 

The British and United States proposals had many similarities but differed in 
several important respects. Both plans provided for the stabilization of exchange 
rates as a main objective and specified that changes in rates could take place, 
apart from changes within certain narrow limits, only with the approval of 
the proposed international organization. Both plans provided for an inter- 
national curreney unit defined in terms of gold—called bancor in the British 
plan and, unitas in the United States plan, and a quota to be assigned each 
member based upon its economic importance, the quota to determine the mem- 
ber’s drawing privileges on the organization as well as the member’s voting 
rights. The plans differed in the organization’s resources and their availability 
to members. 

The United States plan provided for a contributory fund, each member pro- 
viding its share of the resources based on its assigned quota. Members might 
have access to these resources under prescribed conditions in order to meet 
temporary deficits in their balances of payments. 

The British plan, on the other hand, was based on the overdraft principle and 
provided that creditor countries on current international account would accept 
from their debtors a credit balance on the books of the Clearing Union, the 
balance being in terms of the new currency unit, the bancor. The bancor was 
to be transferable and acceptable by all member countries in payment of inter- 
national obligations. A debtor country could, in this manner, pay for imports 
by a debit balance against it on the books of the organization up to the amount 
of its quota. In the original form, the British proposal had provided almost 
no limit on the amount of credit to be supplied by the creditor country. The 
United States, a potential creditor, opposed this idea which the British eliminated 
in their revised proposal. 

The Keynes plan also provided that a credit balance which remained unused 
for a certain period of time was automatically canceled. Thus, if a country 
continued, on total current account, to export more heavily than she imported, 
she would accumulate credits which she would lose unless she were to spend them 
prior to a certain date. The reasoning was that the burden of adjustment to 
bring international accounts into balance should be placed more heavily on the 
creditor than it had in the past. This reasoning visualized the postwar problem 
as one of inadequate imports by certain countries. Unless such countries im- 
ported more goods, the credits earned by their exports would be canceled 
according to the Keynes plan. A debtor country could, therefore, continue to 
import without embarrassment. The United States did not accept this provision. 
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The Chancellor of the Exchequer referred in Parliament on February 2, 1945, 


to the need for “an international monetary mechanism which will serve the 
requirements of international trade and avoid any need for unilateral action 


competitive exchange depreciation , a system in which blocked balances 
and unilateral clearances would be unnecessary * * an orderly and agreed 
method of determining the value of national currency units * * * we want to 


free the internationa] monetary system from those arbitrary, unpredictable, and 
undesirable influences which have operated in the past as a result of large scale 
speculative movements of short-term capital.” 

On March 9, 1948, newspapers carried a description of the British and United 


States plans. Accordingly, the two Governments decided to release the plans 
to the publi Before releasing the United States plan on April 7, 1948, Secre- 
tary of the Treasury Morgenthau appeared on April 5 before a joint secret 


ession of the Senate Committees on Foreign Relations and Banking and Cur- 

ney and the Special Committee on Post War Economic Policy and Planning to 
discuss a revised draft of the United States proposal. The British Government 
eleased its proposal to the public under date of April 8, 1948, pointing out that 

had been discussed with the United States, the Dominions, and India but that 
the British Government was not committed to its principles or details. The 
United States had also made clear that her proposal was the work of technical 
experts and did not involve any official commitment. 


DISCUSSIONS WITH OTHER COUNTRIES 


The revised draft of the United States proposal, already available to the Gov- 
ernments of the United Kingdom, the U. S. S. R., French Committee of National 
Liberation, and China, was sent under date of March 4, 1943, to the Governments 
of Australia, Belgium, Bolivia, Brazil, Canada, Colombia, Chile, Costa Rica, 
Cuba, Czechoslovakia, Dominican Republic, Ecuador, El Salvador, Greece, Guate 
mala, Haiti, Honduras, India, Iraq, Luxembourg, Mexico, the Netherlands, New 
Zealand, Nicaragua, Norway, Panama, Paraguay, Peru, Poland, Union of South 
Africa, Uruguay, Venezuela, and Yugoslavia. Secretary Morgenthau’s covering 
letter said: 

“The document is sent to you not as an expression of the official views of this 
Government but rather as an indication of the views widely held by the tech- 
nical experts of this Government.” 

He also invited these Governments to send technical experts to Washington to 
make suggestions and to discuss the proposal. In April 1948, the plan was also 
sent to the Governments of Egypt, Ethiopia, Iceland, Iran, and Liberia. 

In addition to the discussions with British representatives, bilateral discus 
sions with representatives of various other countries began in the spring of 1943. 
An informal conference was held at Washington on June 15, 16, and 17, 1943, 
attended by such technical representatives as were available from the above- 
named countries. Representatives of the following countries were present at 
these meetings: Australia, Belgium, Brazil, Canada, China, Czechoslovakia, 
Keuador, Egypt, French Committee of National Liberation, Luxembourg, the 
Netherlands, Norway, Paraguay, the Philippines, Poland, United Kingdom, 
U.S. S. R., Venezuela, and the United States. 

At this informal conference of 19 countries a number of proposals and memo- 
randa were submitted. The Canadian representative presented a carefully pre- 
pared plan for an International Exchange Union. This plan provided for an 
organization with 8 billion dollars of resources embodying many of the features 
of the British and United States proposals and was intended to be a compromise 
plan. The Canadian plan was favorably received by many of the representatives 
and was the basis for considerable discussion. Other proposals and suggestions 
submitted by China, Ecuador, and France received extended attention, either at 
the conference or subsequently. The similarities of the various views embodied 
in all these proposals were much more marked than were the differences. The 
conference considered especially the problems of adjustments of exchange rates, 
the size of quotas, gold contributions, and voting power in the proposed organi- 
zation. 

Bilateral discussions between the United States and various other countries 
were held during the latter part of 1943 and the first of 1944. These included dis- 
cussions with Soviet experts who came to Washington early in 1944 and engaged 
in a series of lengthy discussions. Doubts had been expressed on how the Soviet 
economy could be related to the proposed organization. After asking numerous 
questions regarding the proposals, the Russian experts stated that they believed 


it would be possible for the U. 8. S. R. to participate in the organization. 


9” 
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RECONCILIATION OF UNITED STATES AND BRITISH MONETARY PROPOSALS 


At meetings between British and American representatives on June 22 and 23, 
1943,” the United States informed the British that the minimum conditions for 
United States acceptance of membership in a stabilization fund were essentially 
as follows: 

1. The United Kingdom should not alter its exchange rate prior to the beginning 
of fund operations; 

2. the resources of the fund must be on the contributory rather than the over 
draft principle ; 

3. the United States financial commitment must be a limited one, perhaps 
2 or 3 billion dollars; and 

4. the United States must have a veto over any change in the gold value of the 
dollar and over any change in the gold value of the proposed new currency unit. 

These minimum conditions were set forth in a letter of July 24, 19438, from 
Mr. White to Lord Keynes. In reply, Lord Keynes, under date of August 10, 1943, 
accepted in substance the conditions, stating however, that for British acceptance 
of the fund proposal provision must be made for greater flexibility in exchange 
rates and that gold subscriptions should be reduced. 

In order that an international conference be successful, it was recognized 
that the United States and the United Kingdom must first reach agreement on all 
major points. Accordingly, British and American representatives held a series 
of informal conferences with this objective in view. Lord Keynes arrived in 
Washington in September 1948 at the head of a British delegation to conduct 
negotiations on various commercial policy and financial subjects and promptly 
outlined British views regarding the proposed stabilization fund. These views 
may be summarised as follows: 

1. The United Kingdom would accept the contributory principle with a modifi- 
cation which Lord Keynes would introduce later. 

2. The United Kingdom was agreeable to a maximum subscription by the 
United States of approximately 3 billion dollars but believed that aggregate 
quotas should be 10 to 12 billion dollars. 


3. The United Kingdom was prepared to commit itself to maintenance of the 
present exchange rate for the pound sterling provided agreement was reached on 


other aspects of the fund proposal. 

4. The gold contributions stipulated in the proposal would need to be reduced. 

5. Greater flexibility of exchange rates should be provided for; the United 
Kingdom could not accept the requirement of approval by a % majority vote for 
a change in exchange rates. 

6. The provision for approval by an 85-percent majority vote for a change in 
the gold value of the new currency unit was unacceptable to the United Kingdom 

7. The provisions in the United States proposal for the gradual liquidation of 
the so-called abnormal sterling balances should be omitted since the British 
preferred to negotiate this matter themselves. 

Lord Keynes presented a memorandum entitled “Exchange Rates” which em 
bodied the following points: 

1. Members would agree not to propose a change in exchange rates unless 
the change was essential to correct a fundamental disequilibrium. 

2. The Fund should not withhold its approval of a proposed change if the 
change, inclusive of previous changes did not exceed 10 percent within any 10-year 
period. 

3. Special consideration should be given to members which had exceeded their 
quota rights. 

4. In the event that it was not possible to obtain the Fund’s prior approval to 
a change in rate, a member could make the change and, if the Fund disapproved, 
the member could then either reverse its action or withdraw from the Fund. 

5. The Fund should not disapprove a change in rate necessitated by social or 
political policies of the member. 

In these discussions, Lord Keynes took the position that a member should 
have access to the resources of the Fund without limitation until it had with- 
drawn resources equivalent to its quota. The United States representatives, on 
the other hand, argued that the Fund should exercise control over all drawings 
on the Fund's resources and that no member should have an automatic right to 
utilize these resources. The British replied that, if a member were to be able to 


‘The British representatives included Sir Frederick Phillips, Messrs. D. H. Robertson, 
Lionel Robbins, and Redvers Opie. 
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rmulate its own policies and programs, it would need the assurance of un- 

nupered access to the resources of the Fund. The United States experts 

ieved that discretion on the part of the Fund was essential if the Fund’s 

resources were to be conserved for the purposes for which the Fund was estab- 

shed and if the Fund were to be influential in promoting what it considered to 
e appropriate financial policies 

These discussions revealed a fundamental difference in viewpoint between the 
United Kingdom and United States regarding the nature of the proposed Fund 
and its operations—a difference of view which has at times reappeared. The 
British believed that the Fund should operate as an automatic institution with a 

ium of discretion on the part of its management, whereas the United States 
welieve that the Fund could be most effective in achieving its purposes if its 
operations were conducted on a discretionary basis. According to the United 
States viewpoint, it followed that the Fund should be managed by well-paid 
officers who give their full time to Fund responsibilities. 

In the discussions with the British representatives in 1943, the United States 
nusisted that before adjustments in exchange rates could take place a member 
should first consult with the Fund and obtain its approval. The British preferred 
tude for independent member actions. Other matters which were considered 
length had to do with the following: problems which would arise in the event 
hat the Fund's holdings of the currency of a member were to become scarce, the 
imount of each member’s subscription payable in gold, voting with respect to 
adjustments in exchange rates, and the amount of the aggregate quotas. It was 
greed that a joint statement should be prepared showing the points of agree 

ent and those that were as yet unresolved. 

During the discussions, Lord Keynes presented a memorandum entitled “Sug- 
gestions for the Monetization of Unitas’ dated September 21, 1943. The objec- 
ve of the proposal was to make the unitas a truly international currency rather 
han merely an accounting unit. Lord Keynes’ proposal provided that each mem- 
her would pay at least 124% percent of its quota in gold and the remainder in 
securities carrying an interest rate of 14% percent payable in unitas. Each 
nember would be given a balance at the Fund in unitas, such balances to be 
freely acceptable by all members in the settlement of international obligations. 
Members would agree to accept unitas in exchange for their own currency up to 
he point that a member’s holdings of unitas reached 120 percent of its quota. 
Members able to do so should redeem each year in gold or gold convertible cur 
rencies their securities in the amount of 2 percent of their quotas. Lord Keynes 
irged that his proposal would provide a basis for multilateral clearing which did 
not exist in the United States proposal. 

The principal differences between the British and United States representatives 
at the end of these discussions were on the following points: 

1. The amount of gold subscription of each member; the United States pro 
osed 25 percent of the quota or 10 percent of gold and foreign exchange hold- 
ings, whichever was the smaller; the British proposed 121% percent of the quota. 
(Later the British accepted the United States proposal but specified that the 
oreign-exchange holdings were to be net official holdings. ) 

2. Powers of the Fund to limit a member’s access to the Fund’s resources: 
the United States believed that the Fund should be able to limit such access at 
any time, whereas the British urged that no restrictions should be imposed prior 
to the point where the Fund’s holdings of a member’s currency exceeded 166 
percent of the member's quota. 

8. Provision for an international currency unit other than a unit of an account 
ing nature; the United States preferred the latter 

4. Rights of a member to adjust its exchange rate; the British desired that 
ititude be provided for unilateral changes. 

5. Requirements regarding the repurchase by a member of its currency held 
by the Fund. 

Lord Keynes returned to London in the early part of October 1943, but an 
exchange of views continued between British and American representatives by 
orrespondence, cable, and direct negotiations with British representatives in 
Washington. The British transmitted in December 1943 a new draft of the 
joint statement introducing a section entitled “Transitional Arrangements” the 
substance of which was later embodied in the final agreement. This section 
provided for a period of 3 or more years following the war during which mem- 
bers would not be required to accept the obligations of the Fund regarding ex- 
hange restrictions. 
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JOINT STATEMENT 


Agreement between the United States, the United Kingdom, and other coun- 
tries was finally reached, and, on April 21, 1944, a “Joint Statement by Experts 
on the Establishment of an International Monetary Fund” was released to the 
public, which contained the outlines of the plan finally worked out at Bretton 
Woods. 

The statement was published simultaneously in Washington, London, Moscow, 
Chungking, Ottawa, Rio de Janiero, Mexico City, and Habana, and in full or 
abbreviated form in many other countries. The Governments of the Soviet Union 
and China agreed to participate in a financial conference on the basis of that 
statement. The British decision to participate in a conference was reached, May 
10, 1944, on the understanding that the United Kingdom was not committed to 
become a member of the proposed institution. This position was the same as 
that of other governments including the United States, where congressional 
action would be necessary for the United States to become a member. During 
the negotiations, the Secretary of the Treasury had kept the Congress informed 
of developments. 


INTERNATIONAL BANK PROPOSAL 


The original proposal of the Treasury Department in January 1942, noted 
above, concerned the establishment of an international stabilization fund. The 
proposal as revised in March 1942 included also the outlines of a bank and 
was entitled “Preliminary Draft Proposal for United Nations Stabilization Fund 
and a Bank for Reconstruction and Development of the United and Associated 
Nations.” The proposed bank was to have a capital of 10 billion dollars sub- 
scribed by the member governments and was designed to make loans for recon- 
struction and development purposes. At least 25 percent of the capital was 
to be paid in. gold. The loans were to be partly in local currencies and partly 
in international currency units, according to estimates of the portion of the loan 
to be spent at home and abroad. 

In the interdepartmental discussions of the Treasury proposal for a monetary 
fund and bank, the possibility was considered of combining the two institutions 
into a single institution. This suggestion was rejected, however, in the belief 
that the functions of the two institutions were distinct and that they would 
require different types of personnel. 

The interdepartmental discussions during 1942 and most of 1948 were given 
over practically entirely to the proposal for a stabilization fund and there was 
little or no discussion of the bank. This situation was due partly to the greater 
technical difficulties inherent in the fund proposal and also to the fact that 
currency and exchange difficulties during the 1930's had been so severely dis- 
ruptive to world trade and to the internal economies of all countries. 

Although little or no interdepartmental discussion of the bank proposal took 
place during this period, active study of the question was underway both in 
the State and Treasury Departments. 

At the 3-day informal conference held at Washington in the middle of June 
1948 with representatives from 19 countries, Secretary Morgenthau informed 
the conference that, following the consideration of the stabilization fund pro- 
posal, the next step would be consideration of the proposal for an International 
Bank for Reconstruction and Development. This was the first announcement 
to other countries that the United States was considering plans for an inter 
national bank. 

Under date of September 4, 1943, Assistant Secretary Berle sent to Mr. White 
of the Treasury Department a proposal for an International Investment Agency 
which had been prepared in the State Department. This proposal had been 
prepared in the Division of Economie Studies in consultation with other divi- 
sions and officers of the Department. It proposed in some detail an international 
institution which would make loans to its members for approved purposes. 

The Treasury and State Department proposals were fundamentally not very 
different. Each provided for an institution with a substantial amount of capital 
payable partly in gold and partly (the larger part) in national currencies. The 
proposed institution would cooperate with private capital and would not com- 
pete with it in financing reconstruction and development needs of subscribing 
countries. Loans could be made out of its own resources or it could guarantee 
private loans. Repayment prospects of all borrowers were to be carefully exam- 
ined since the institution was intended to operate on sound financial principles. 
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It could issue its own obligations for sale in the private capital market in order 
to obtain funds for lending. The Treasury proposal provided that each loan 
by the bank must be guaranteed by a member government. This guaranty was 
not required in the State Department proposal. 

The two proposals differed also in that the Treasury draft provided that the 
proceeds of loans could be spent only in the country of the currency loaned. 
Che State Department proposal, on the other hand, provided that the proceeds 
of loans could be spent in any country the borrower chose; i. e., the proceeds 


were freely transferable. This matter of “tied loans” was one of considerable 
debate in the American Technical Committee, representatives of the Export- 
Import Bank urging the Treasury view The final arrangement in the Bretton 
Woods document was a compromise; the proceeds of certain loans are not 


freely transferable into other currencies (principally loans made out of the 
Bank’s subscribed capital), whereas the proceeds of other loans (made out of 
money borrowed by the Bank) are freely transferable. The Bank, however, 
provides borrowers With such currencies as are needed for expenditures in the 
territories of other members 

The British proposal for a Clearing Union referred to the need for other insti- 
tutions, including a Board for International Investment, and mentioned the 
services which the Clearing Union might perform for such a Board. At the 
close of the discussions between British and American representatives in the 
fall of 19438, the United States representatives referred to this country’s interest 
in a bank and gave the British representatives a draft of the bank proposal. 
At a meeting the following morning, this proposal was discussed, which was 
the only discussion of a bank during this series of British and American meetings. 
The Treasury Department published on November 24, 1943, “A Preliminary 
Draft Outline of a Proposal for a Bank for Reconstruction and Development 
of the United and Associated Nations.” 

The bilateral conversations with representatives of various countries, includ- 
ing the United Kingdom, which took place late in 1943 and during the first part 
of 1944 dealt primarily with the fund proposal, although before these discussions 
were over the bank had received considerable detailed consideration. The for- 
eign representatives showed a strong interest in the establishment of an inter- 
national bank. The war-devastated countries desired a source of funds to assist 
in reconstruction, whereas the relatively underdeveloped countries were inter- 
ested in an institution which would aid them in their plans for economic devel- 
opment. 

The discussions between the British and United States representatives had 
centered around the development of the so-called Joint Statement by Experts 
on the Establishment of an International Monetary Fund, as the basis for an 
international conference. Agreement on this statement required prolonged and 
difficult negotiation, and, since it was desired to hold a conference promptly, time 
did not permit the preparation of a similar statement with respect to the bank 
proposal. The discussions with the British and other representatives had, how- 
ever, indicated a large measure of agreement on the provisions regarding the 
proposed Bank. Thus it was that when plans were made for the calling of an 
international conference for July 1944 the proposal for an international bank 
was not so far advanced as that for the Monetary Fund. Some of the United 
States experts believed that if the conference could agree upon a Monetary 
Fund that would be a significant accomplishment and was perhaps all that 
could be hoped for. Although the bank proposal was greatly desired, a feeling 
existed in some quarters that the conference might not be able to develop and 
agree upon plans for both a monetary fund and a bank and that a subsequent 
conference to consider the question of a bank and other investment problems 
might be necessary. 


BRETTON WOODS CONFERENCE 


In May 1944, the President issued invitations to the 44 united and associated 
nations to send representatives to a United Nations Monetary and Financial 
Conference to be held at Bretton Woods, New Hampshire, in July 1944. The 
Couference was to discuss the proposal for an international Monetary Fund 
within the terms of the Joint Statement and was also to consider the proposal 
for a Bank for Reconstruction and Development. 

In order to develop further some of the details of the proposals and thereby 
facilitate the work of the Conference, a preliminary meeting was held at Atlantic 
City during the latter part of June. On June 15, a group of American financial 
experts assembled there and were joined a few days later by experts from 16 
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other countries, namely Australia, Belgium, Brazil, Canada, Chile, China, Cuba, 
Czechoslovakia, France, Greece, India, Mexico, the Netherlands, Norway, the 
United Kingdom, and the U. S. 8S. R. This group worked intensively endeavor- 
ing to deal with some of the still unsettled questions and to produce a more 
finished document. Informal discussions were held and on June 26 a full meeting 
of this preliminary conference took place. 

At the Atlantic City meetings, the British experts, headed by Lord Keynes, 
presented proposals regarding the Bank which involved rather extensive changes 
from the earlier plan, but which met with almost immediate approval by the 
experts of the other nations including the United States. According to these 
suggestions, embodied in the final document, only a small portion of the Banks 
capital, namely 20 percent, would be paid in and be available for loans. ‘The 
remaining 80 percent would constitute a guaranty fund to be used, if necessary, 
in connection with the Bank’s guaranties of private loans or to meet other ob! 
rations of the Bank. This proposal meant that the Bank’s cash resources would 
be considerably smaller than originally contemplated. It became clear that 
the proposal for a Bank was to receive major consideration at the Conference. 
These proposals, together with suggested changes in the Fund plan, had been 
prepared by the British delegates in collaboration with the delegates of several 
European governments in exile. 

The group at Atlantic City completed its work there on June 30 and went 
directly to the Conference at Bretton Woods which convened on July 1, 1944.° 
Forty-four governments were represented at the Conference. In addition, Den- 
mark, which had no government in exile, was represented unofficially by her 
Minister in Washington who attended in his personal capacity upon the invita- 
tion of the Conference. 

The Conference divided itself into three technical commissions as follows: 
Commission I, International Monetary Fund; Commission II, Bank for Recon- 
struction and Development; and Commission III, Other Means of International 
Financial Cooperation. These Commissions were broken down into committees 
and subcommittees which considered the various specific sections of the proposed 
articles of agreement for the Monetary Fund and for the Bank. 

A great deal of interest centered around the determination of the quotas 
to be assigned the countries by the Monetary Fund agreement. A member’s 
quota determined not only its subscription, payable partly in gold and partly in 
its own currency, but also was related to its drawing privileges on the Fund and 
established its voting rights. Countries, therefore, desired to have their quotas 
as large as possible, the size of the quota, as a matter of prestige, indicating 
the importance of the country, so that preparation of a schedule of quotas satis- 
factory to all countries proved to be a difficult task. The quotas were based upon 
economie considerations such as the size of a country’s foreign trade, fluctua- 
tions in its balance of payments, and other factors indicating needs for foreign- 
exchange reserves. Lengthy negotiations were necessary and several of the 
countries were not satisfied with the final results. 

A different attitude prevailed regarding the quotas, or subscriptions as they 
were called, for the Bank. Although the size of the subscription determined 
a member’s voting rights, it had no relation to the amount which the member 
might borrow. The countries therefore desired that their Bank subscriptions 
be as small as possible. The United States and others urged that Bank and 
Fund quotas be identical for each member, but due to the opposition of certain 
countries, several departures from this were made, the United States and a few 
others accepting larger Bank subscriptions. 

The United States and the United Kingdom continued their differences over 
the extent to which the Fund should be an automatic institution, the British be- 
lieving that a member’s rights of access to the Fund’s resources should be prede- 
termined and according to established rules. The United States on the other 
hand, believed that the Fund’s operations should be on a discretionary basis. 
The articles of agreement as finally adopted represented somewhat of a com- 
promise of these views. 

The United States desire for a strong discretionary Fund led to the provision 
that the Board of Executive Directors should sit in continuous session. The 
United States interpreted this to mean that the Directors should devote their full 
time to their Fund duties. At the inaugural meeting in Savannah in March 1946, 
however, it developed that the British did not so interpret this provision. It was 


*¥For proceedings and documents of the U. N. monetary and financial conference at 
Bretton Woods, see Department of State publication 2866. 
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finally arranged that either the Director or his alternate should be in continuous 
attendance at Fund headquarters 
The question of charges to be imposed by the Fund on amounts drawn by 


members from Fund resources \ the subject of considerable discussion. Some 
of the representatives urged that there be no charges on such drawings. The 


provisions agree«. to provide that the charges increase progressively with the 
amounts drawn, and the length of time such drawings remain unpaid. 

The U. 8. 8S. R. proposed that the gold contributions of countries devastated by 
the war be substantially less than for other members. The Conference did not 
accept this provision The U. 8S. S. R. also desired that the Bank grant more 
favorable terms on its loans to countries whose territories had been devastated. 
The articles of agreement of the Bank contain a concession on this score in that 
they provide that the Bank “shall pay special regard to lightening the financial 
burden” for members suffering “great devastation from enemy occupation or 
hostilities.” The U. 8. 8S. R. also objected to the Fund provision regarding the 
obligation af a member to supply information to the Fund. As a result of 
U. 8.8. R. opposition, this provision was somewhat weakened. 

The Latin American representatives feared that the Bank would be more 
interested in making reconstruction loans to European countries than in extend- 
ing development loans to the underdeveloped areas. Provision, therefore, was in- 
serted to the effect that the Bank’s resources should be used “with equitable con- 
sideration to projects for development and projects for reconstruction alike.” 

Australia, New Zealand, the United Kingdom, and a few other countries feared 
that the Fund provisions regarding the elimination of exchange restrictions and 
the maintenance of stable exchange rates might be inconsistent with a domestic 
policy of full employment and other social objectives. Australia desired that 
‘th that members had an obligation to maintain 





the articles of agreement set for 
full employment Such a provision was not included. The articles, however, 
contain a provision that the Fund “shall not object to a proposed change [in rate] 
because of the domestic, social or political policies of the member . 

Considerable discussion, led particularly by the United Kingdom, centered 
around the language to be used in describing the postwar transitional period and 
the flexible arrangements and special privileges to be enjoyed by members during 
this period with respect to the elimination of exchange restrictions, discrimi- 
natory currency arrangements, and multiple currency practices. Most of the 
countries maintained exchange restrictions, and several Latin American coun- 
tries had multiple currency arrangements which were inconsistent with the pro- 
posed articles of agreement. The provision adopted regarding the transitional 
period permitted the temporary retention of these restrictions and arrangements 
and their gradual elimination 

Other matters which were the source of extensive discussion had to do with a 
definition of monetary reserves and of convertible currencies; with voting rights 
weighted in favor of creditor countries as proposed by the United States and in- 
cluded in the final draft; with the withdrawal of a member, either forced or 
voluntary, and the payment to such member of its share of the assets, some of the 
Latin American representatives urging that a forced withdrawal would be a re 
flection on the honor of a country: distribution of assets, in the event of liquida- 
tion of the Fund or Bank, and the relative rights of debtors and creditors in 
such case; and various technical problems such as provisions regarding a possi- 
ble scarcity in the funds’ holdings of a particular currency (these sections pro- 
vide that if the Fund declares its holdings of a certain currency scarce, members 
may impose restrictions on the purchase and sale of such currency; they also 
provide for measures to replenish Fund holdings of such currency), and provi- 
sions regarding the repurchase by a member of its own currency held by the 
lund particularly when such currency has been acquired by the Fund as a re- 
sult of large drawings by the member on Fund resources. 

Consideration was given to commercial policy and other economic problems, 
such as restrictions on the movement of goods, closely related to the objectives of 


7™The Board of Executive Directors in September 1946 interpreted the articles of agree- 
ment as follows: 

‘he Executive Directors interpret the Articles of Agreement to mean that steps which 
are necessary to protect a member from unemployment of a chronic or persistent character, 
arising from pressure on its balance of payments, are among the measures necessary to 
correct a fundamental disequilibrium ; and that in each instance in which a member pro- 
poses a change in the par value of its currency to correct a fundamental disequilibrium the 
Fund will be required to determine, in the light of all relevant circumstances, whether in 
its opinion the proposed change is necessary to correct the fundamental disequilibrium, 
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the Fund. It was realized that Fund objectives could not be attained through the 
instrumentality of the Fund alone. Accordingly, Resolution VII recommended 
that the governments promptly reach agreement on the reduction of obstacles to 
international trade and on other important matters. These problems were sub- 
sequently dealt with in the charter for an International Trade Organization. 

Other resolutions included a recommendation that the Bank for International 
Settlements be liquidated (this recommendation was not carried out) and that 
further study be made of fluctuations in the value of silver, adopted at the sug 
sestion of Mexico. 

The Conference worked strenuously to reconcile the differences of viewpoint, 
large and small, of the 44 countries and to complete its difiicult task in the short 
time assigned to it. On July 22, 1944, 3 weeks after the Conference began, the 
articles of agreement for the two institutions were complete, and the final act 
was signed by representatives of the 44 governments present. Provision was 
made for the subsequent participation of other countries in the Fund and Bank 
The articles of agreement required the formal approval of the various govern- 
ments in accordance with their various legal processes. 


SUMMARY OF ARTICLES OF AGREEMENT 


The articles of agreement of the International Monetary Fund as finally drafted 
at Bretton Woods set forth what the nations represented there considered the 
principles and procedures which nations should follow in the field of currency 
and exchange and provided international machinery to help attain these objec- 
tives. The following purposes of the Fund as stated in article I are to guide the 
Fund in all its decisions: 

“(i) To promote international monetary cooperation through a permanent in- 
stitution which provides the machinery for consultation and collaboration on in- 
ternational monetary problems. 

“(ii) To facilitate the expansion and balanced growth of international trade, 
and to contribute thereby to the promotion and maintenance of high levels of em- 
ployment and real income and to the development of the productive resources of 
all members as primary objectives of economic policy. 

“(iii) To promote exchange stability, to maintain orderly exchange arrange- 
ments among members, and to avoid competitive exchange depreciation. 

“(iv) To assist in the establishment of a multilateral system of payments in 
respect of current transactions between members and in the elimination of for- 
eign exchange restrictions which hamper the growth of world trade. 

“(v) To give confidence to members by making the Fund’s resources available 
to them under adequate safeguards, thus providing them with opportunity to cor- 
rect maladjustments in their balance of payments without resorting to measures 
destructive of national or international prosperity. 

“(vi) In accordance with the above, to shorten the duration and lessen the 
degree of disequilibrium in the international balances of payments of members.” 


The principal provisions through which the above purposes are to be achieved 
are, in summary form, as follows: 


“i. Member countries undertake to keep their exchange rates as stable as pos- 
sible, confining fluctuations to narrowly prescribed limits, and to make no change 
in rates unless essential to correct a fundamental disequilibrium. 

“ii, Any adjustment of an exchange rate must in all cases be made by consulta 
tion with the Fund. Beyond certain small changes, rates can be adjusted only 
with the concurrence of the Fund. 

“iii. Par values are to be stated in terms of gold (or U. S. dollars of the weight 
and fineness as of July 1, 1944), and gold is to be accepted by members in settle- 
ment of accounts. 

“iv. A common pool of resources contributed by the members on the basis of 
quotas is established and available under safeguarding conditions to meet tem 
porary shortages of exchange. It is designed to help a member maintain the for- 
eign exchange value of its currency until such member has had time to correct 
maladjustments. The total of the quotas of the countries * represented at Bret- 
ton Woods is 8,800 million dollars of which the United States quota is 2,750 mil- 
lion dollars. The resources of the Fund are not intended to be used to provide 
capital for reconstruction, investment, or for other long-term purposes but are 


* Excluding Denmark; see p. 786. 
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available only for making payments for current transactions, which are defined 
in the articles of agreement. 

“vy. Member countries agree not to engage in discriminatory or multiple cur 
rency practices or similar devices or, except with the approval of the Fund, 
to impose restrictions upon payments for current international transactions. 
Existing restrictions and practices are to be abandoned as soon as the postwar 
transitional period permits. Special provisions provide flexibility in eliminating 
restrictions and practices during this transitional period. 

“vi, Member countries agree to maintain the gold value of their currency held 
by the Fund so that the assets of the Fund will not depreciate in terms of gold. 

“vii. The Fund may deal only with governments or their agencies and may 
have no direct contact with the foreign exchange market. 

“viii. The Fund is governed by a Board of 12 or more Executive Directors 
which functions in continuous session at the Fund’s headquarters. Five of these 
are appointed by the countries with the five largest quotas and the remainder 
are elected by the other members. The Board of Governors which has final 
authority consists of one governor appointed by each member and meets annually. 
Voting of members is weighted according to the size of a member's quota.” 


SUMMARY OF ARTICLES OF AGREEMENT OF INTERNATIONAL BANK 


The following purposes of the International Bank as stated in article I of 
the Bank articles of agreement are to guide the Bank in all its decisions: 

“(i) To assist in the reconstruction and development of territories of mem- 
bers by facilitating the investment of capital for productive purposes, including 
the restoration of economies destroyed or disrupted by war, the reconversion of 
productive facilities to peacetime needs and the encouragement of the develop- 
ment of productive facilities and resources in less developed countries. 

“(ii) To promote private foreign investment by means of guarantees or 
participations in loans and other investments made by private investors; and 
when private capital is not available on reasonable terms, to supplement pri- 
vate investment by providing, on suitable conditions, finance for productive 
purposes out of its own capital, funds raised by it and its other resources. 

“(iii) To promote the long-range balanced growth of international trade and 
the maintenance of equilibrium in balances of payments by encouraging inter- 
national investment for the development of the productive resources of mem- 
bers, thereby assisting in raising productivity, the standard of living and 
conditions of labor in their territories. 

“(iv) To arrange the loans made or guaranteed by it in relation to inter- 
national loans through other channels so that the more useful and urgent 
projects, large and small alike, will be dealt with first. 

“(v) To conduct its operations with due regard to the effect of international 
investment on business conditions in the territories of members and, in the 
immediate postwar years, to assist in bringing about a smooth transition from 
a wartime to a peacetime economy.” 

The International Bank was given an authorized capital of 10 billion dollars 
of which 8.8 billion dollars was assigned to the countries represented at the 
Bretton Woods Conference. The United States subscription was 3,175 million 
dollars. Only 20 percent of the subscribed capital, however, is paid-in and avail- 
able for loans by the Bank, the remainder being a guaranty fund which can be 
called for payment only if needed in connection with the Bank’s guaranties or 
other obligations. Two percent of a member’s subscription is payable in gold 
or United States dollars and the balance in its own currency. 

In order to obtain funds for lending, the Bank may sell its own obligations in 
the private capital market. Such sale is intended to be the principal source of 
funds for the Bank. Loans by the Bank must be exclusively for the benefit of 
members and are ordinarily for specific projects of reconstruction or development. 
The Bank may not only make loans itself but may also guarantee private loans. 
Each loan whether guaranteed or made directly by the Bank must.be guaranteed 
by the national government of a member. The Bank is not to compete with 
private capital and may not make a loan if private capital is available on reason- 
able terms. 

The Bank, like the Fund, is governed by a Board of at least 12 Executive 
Directors which is in continuous sessions at the Bank’s headquarters. The 
Board of Governors is the final authority. This Board which consists of one 
governor appointed by each member meets annually. Voting is weighted accord- 
ing to the size of a member's subscription. In order to become a member of the 
Bank, a country must first become a member of the Fund. 
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ESTABLISHMENT OF FUND AND BANK 


United States participation in the Fund and Bank was authorized by Congress 
in the Bretton Woods Agreement Act of July 1945. This act also created the 
National Advisory Council on International Monetary and Financial problems 
consisting of the Secretary of the Treasury (Chairman), Secretary of State, 
Secretary of Commerce, Chairman of the Board of Governors of the Federal 
Reserve System, Chairman of the Export-Import Bank, and (added later) the 
Administrator of the Economic Cooperation Administration. This Council con 
sults with the United States representatives on the Fund, and the Bank and 
advises them on policies to be pursued. 

The articles of agreement of the Fund and of the Bank were signed at the 
Department of State on December 27, 1945, by representatives of 30 countries 
who also deposited their appropriate instruments, thereby bringing the two 
institutions into formal existence. Five additional countries signed the articles 
of agreement prior to December 31, 1945, and several others followed soon there 
after. The inaugural meeting of the Board of Governors of each institution was 
held at Savannah, Georgia, in March 1946, at which time the Executive Directors 
were chosen. The two Boards of Executive Directors held their first meetings 
in May 1946 at Washington which was selected as Fund and Bank headquarters. 
The two institutions were thus officially underway, 


Mr. Manpeu. Next I have excerpts from the memoirs of former 
Secretary of State Cordell Hull, published in 1948, volume I: 


The Secretary of the Treasury, Henry Morgenthau, Jr., who ranked next to 
me in the Cabinet, often acted as if he were clothed with authority to project 
himself into the field of foreign affairs and inaugurate efforts to shape the course 
of foreign policy in given instances. He had an excellent organization in the 
Treasury Department, ably headed by Harry White, but he did not stop with 
his work at the Treasury. Despite the fact that he was not at all fully or accu- 
rately informed on a number of questions of foreign policy with which he under- 
took to interfere, we found from his earliest days in the Government that he 
seldom lost an opportunity to take long steps across the line of State Department 
jurisdiction. Emotionally upset by Hitler’s rise and his persecution of the Jews, 
he often sought to induce the President to anticipate the State Department or 
act contrary to our better judgment. We sometimes found him conducting nego- 
tiations with foreign governments which were the function of the State Depart- 
ment. His work in drawing up a catastrophic plan for the postwar treatment of 
Germany, and inducing the President to accept it without consultation with the 
State Department, was an outstanding instance of this interference (pp. 207-8). 


This is from volume II of the same work: 


At the same time we worked on an outline of a 10-point peace settlement to 
accompany the modus vivendi. In general, my associates and I had reached a 
stage of clutching at straws to save the situation. 


Mr. Grimes. This was just before Pearl Harbor when they were 
working on the modus vivendi, Mr, Chairman, 
Mr. Manvet (reading) : 


We groped for anything that might offer any possibility for keeping serious con- 
versations going. The Department’s Far Fastern experts had drafted a pro- 
posed outline of settlement on November 11— 


that would be 1941— 


which I went over word for word. This was drawn up with a view to keeping 
the conversations going—and thus gaining time-——and also, if accepted, to serving 
as the basis for an eventual comprehensive settlement. Secretary Morgenthau 
sent me a further draft written in his Department, Although this was a further 
example of what seemed to me to be the Secretary of the Treasury’s persistent 
inclination to try to function as a second Secretary of State, some of its points 
were good and were incorporated in our final draft (p. 1078). 
* * Ea * * x * 

At that moment the situation was almost upset entirely by a sudden move of 
Secretary of the Treasury Morgenthau and his advisers. Morgenthau often 
interfered in foreign affairs, and sometimes took steps directly at variance with 
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those of the State Department. Since there was frequently a connection between 
foreign and financial affairs, he had in his hands monetary weapons which he 
brandished in the foreign field from time to time, often without consulting the 
State Department. In this practice he ran a close race with Vice President 
Henry Wallace, formerly head of the Board of Economic Warfare. 

Morgenthau was particularly avid on the subject of freezing the credits of 
foreign countries in the United States. Now I suddenly became aware that he 
was proposing to freeze Argentina’s funds in the United States, reported to 
amount to $500 million. Early in May the Treasury Department sent the Board 
of Economie Warfare a memorandum making this proposal. When a copy of it 
came to my hand, I sent it to the President on May 14 with an accompanying 
note in which I said: 

“You will readily see that this proposes a complete reversal of the good 
neighbor policy and a substitution of our old discredited policy of coercion and 
domination of South American countries by big-stick methods. Naturally, I am 
greatly surprised that this view would be seriously presented by any other 
governmental agency, for two reasons. One is that this raises purely a question 
of foreign policy, and the other is that it would wipe out our good neighbor 
policy, as stated, and substitute the big stick.” 

I urged the President to intervene at the earliest practicable time, especially 
in view of the fact that if this proposal became public it would have terrific 
repercussions all over South America. And I added that, from the type of some 
of the persons who were dealing with it, it was liable to become public at any 
time. 

The President did effectively intervene and prevent this drastic move. Mor- 
genthau, however, did not give up the idea (pp. 1879-1380). 

* * * * * * * 

Harry Hopkins came to me on September 1, 1944, and informed me of the 
President’s desire to establish a “Cabinet committee on Germany.” He said 
the President had asked him to give his undivided attention to this matter in the 
next few weeks. Hopkins at this time also explained Morgenthau’s interest in 
the question, arising from his disagreement with certain sections of the plans 
for Germany which already had been prepared. 

My associates at the State Department, particularly H. Freeman Matthews 
and James W. Riddleberger, went over with Hopkins in detail the studies con- 
cerning postwar Germany made at the State Department and by the European 
Advisory Commission in London. They prepared a memorandum, which I 
approved, explaining the work that already had been done and setting forth 
the State Department’s views on the treatment of Germany. This Matthews 
and Riddleberger presented at a meeting of representatives of the State, Treas- 
ury, and War Departments called by Hopkins in his office at the White House on 
September 2. 

Morgenthau’s, or the Treasury’s, plan was presented at this session by Dr. 
Harry White. This plan proposed, among other things, that parts of Germany 
should be given to neighboring countries and the remainder split into three units. 

Poland should get southern Silesia and that part of East Prussia which did 
not go to Russia. France should get the Saar and the adjacent territories 
bounded by the Rhine and Moselle Rivers. Denmark should get territories north 
of the Kiel Canal, between her present borders and an International Zone. 

This International Zone would be one of the three units into which Germany 
would be partitioned. 


Let me skip a portion there and go on:? 


Dr. White explained that no trade would be permitted between the Inter- 
national Zone and the remainder of Germany. He emphasized that the pro- 
ductivity of this zone would in no way be permitted to contribute to German 
economy. 


1 Following is the matter omitted: 

“It would contain the Ruhr and the surrounding industrial areas and the Kiel Canal, 
and would be run by the proposed United Nations organization. The remaining portion 
of Germany would be divided into two autonomous, independent states—a South German 
state, comprising a large part of the old state of Prussia, Saxony, Thuringia, and several 
smaller states. There would be a customs union between the new South German state and 
Austria, the latter to be restored to her pre-1938 borders. 

“Industrial plants and equipment situated within the International Zone and the 
North and South German states would be removed and distributed among devastated 
countries. Forced German labor would be used in such countries.” 









~ 
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Later the Treasury inserted in its plan this paragraph with regard to the Ruhr 
and surrounding industrial areas: 

“This area should not only be stripped of all presently existing industries but 
so weakened and controlled that it cannot in the foreseeable future become an 
industrial area—all industrial plants and equipment not destroyed by military 
action shall either be completely dismantled or removed from the area or com- 
pletely destroyed, ali equipment should be removed from the mines and the 
tnines shall be thoroughly wrecked.” 

The Treasury plan stated that the United States would have military and 
civilian representation on whatever international commission might be es 
tablished to carry out the German program, but that the primary responsibility 
for the policing of Germany and for civil administration in Germany would be 
assumed by the military forces of Germany’s continental neighbors, specifically 
Russia, France, Poland, Czechoslovakia, Greece, Yugoslavia, Norway, the Nether 
lands, and Belgium, United States troops could be withdrawn within “a rela- 
tively short time.” (Pp. 1604-05.) 


The Cuatrman. The entire document will go into the record and 
become a part of the record. 

(The documents referred to were marked “Exhibit No. 389” and are 
in the committee’s record by reference. ) 

Mr. Manpeu. The next is a translation made by John Dorosh, Cura- 
tor of the Slovak Room of the Library of Congress, from an article 
appearing in The War and the Working Class, No, 20, October 15, 
1944, entitled “Meetings in America,” by I. Zlobin. This magazine 
is published in Moscow, and it gives in part an estimate of Harry 
Dexter White. 


* * * At Bretton Woods we became acquainted and have established business 
contacts with many influential financiers of America and some other coun- 
tries. Among them, first of all, we should mention the chairman of the Con- 
ference and Secretary of Finance of the United States of America, Henry Mor- 
genthau, and his assistant, Harry White, author of the American project of the 
International Currency Fund and the Bank of Reconstruction. Also the head 
of the British delegation and author of the British project of the International 
Clearing Union, Lord Keynes * * * 

* * * Mr. Morgenthau and his immediate assistant White have displayed live 
interest to our country and first of all, naturally, to her economical and financial 
problems. We have felt that this interest of practical Americans is far from 
being idle; that it was dictated by a realization of the fact that in the postwar 
period the problems of economic collaboration with the Soviet Union would 
play an important role for America. Particularly Morgenthau was very much 
interested in the question of subscription of loans in the Soviet Union and was 
interested in the forms of loans, the amount of prices and also what form of 
a loan and whether the population preferred interest-bearing loans or lottery 
loans. * * * 

* * * Harry White, a man of about 50 years old, of medium height, and wearing 
classes, is very businesslike and sociable. When we were in Washington he has 
invited me and another member of our delegation, Comrade N, F. Chechulin, to 
his country cottage, and he and his wife came to take us over. They have also 
driven us back. The cottage of White is not large. It is a two-story dwelling 
encircled by plants. It is about 15 kilometers from Washington * * *, 

* * * White is a passionate sportsman. He has a special passion to volleyball 
and tennis. In Bretton Woods, between meetings, we have for the first time met 
our skill in a game with him in volleyball. He was the head of the American 
team, and Comrade Chechulin was the captain of the Soviet Command. At 
first we won, and with a substantial score. White was very much disappointed 
and has threatened that for the next game he will get together such a team 
that will literally crush us; and, sure enough, he has gathered such a command 
and the most important thing is that he has invited a well-known sportsman 
from South America and has finally succeeded in beating us. Later on, when- 
ever there was an occasion that we had to put through some decisions of interest 
to us, White would always jokingly say, “All I can place at your disposal are 
our own votes and the votes of the 22 Latin American Republics. * * *” 
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I have here, Mr. Chairman, a photostat of the Russian version of 
the article from which I read. 

(The document referred to was marked “Exhibit No. 390” and is 
filed with the subcommittee. ) 

Mr. Manper. The next is an excerpt from the Daily Worker, the 


official Communist organ in this country, dated November 20, 1953, 


page 2. I won't bother to read the entire article; just a few para- 
graph references to Mr. White. I read: 


For the “crimes” that White committed were all calculated to advance the 
interests of the American majority, the true interests of the Nation, as opposed 
to the interests of the handful of parasitic monopolists and bankers who tried and 
[are] still trying to plunder and betray the Nation, 

White’s No. 1 crime, it now turns out, was the fact that he reflected in his 
proposals and fight for them the crying needs of the American people, which the 
people were themselves saying in many ways. And high on the list of these 
needs was the demand for a program to consolidate Soviet-American economic 
and political cooperation. 

* * * * * ” 

Repeatedly before World War II White accused the State Department of failing 
to stem Axis aggression. 

aa cd on ok * * * 

White fought for massive economic and trade relations with the Soviet Union- 
to the tune of a $10 billion postwar credit—so as to enable us to obtain the raw 
materials we need. A brilliant proposal for advancing our national interests 
through the expansion of trade—as even such businessmen as Republic Steel’s 
Ernest Weir and the Chrysler executives are now realizing as the economic con- 
sequences of our cold war policies begin to pile up here at home. 

White urged Roosevelt to press Chamberlain to join the Soviet Union in an 
effort to check Hitler. * * * 

White called for “real aid” to Latin America and to China—instead of the 
“aid” with political strings attached which the Wall Street bankers re- 
quired. * * * 


(The newspaper article referred to was marked “Exhibit No. 391” 
and is as follows:) 


Exursit No. 391 


[From the Daily Worker, New York, November 20, 1953] 
Harry D. Wuire’s Recorp or Service To His CountTRY 
(By John Pittman) 


The “crimes” that the late Harry Dexter White committed as a Government 
servant under President Roosevelt and President Truman help to throw light 
on the ferocity with which White has been singled out for MceCarthyite attack. 

Of course, it is easier to heap calumny on a dead man than on a man able 
to speak back and say his piece. And to date none of the New Deal officials who 
were White’s superiors have had the courage to play the part of Mare Antony 
and tell the country the good that is now interred with Harry White's bones. 

Wallace is silent. Morgenthau remains silent. Even Truman, while indi- 
cating his disbelief of the FBI's hodge-podge of slander and stool-pigeon testi- 
mony about White, has not seen fit to fight the issue across the boards—which 
is the only way it can be fought to victory over McCarthyism. 

For the issue is McCarthyism versus Rooseveltism. Or to put the matter 
bluntly, fascism versus another Labor-Farmer-Negro people’s coalition in support 
of a truly American program for the benefit of the majority of the people of 
our country. And this issue stands out conspicuously in the White case. 

For the “crimes” that White committed were all caleulated to advance the 
interests of the American majority, the true interests of the Nation, as opposed 
to the interests of the handful of parasitic monopolists and bankers who tried and 
are still trying to plunder and betray the Nation, 

White's No. 1 crime, it now turns out, was the fact that he reflected in his 
proposals and fight for them the crying needs of the American people, which 


eres 
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the people were themselves saying in many ways. And high on the list of these 
needs was the demand for a program to consolidate Soviet-American economic 
and political cooperation. 

In the atmosphere of McCarthyism, in which even a statement favoring nero 
tiations with Moscow, may be held up as “proof” of “Communist espionage,” this 
“crime” of White's is a greater offense than murder, rape, arson, dope-peddling, 
and grand larceny, not to speak of grafting at the taxpayers’ expense which 
seems to receive a clean bill of health from J. Edgar Hoover, especially if the 
accused is McCarthy. And one need only read Hoover's fanatical statement 
about “35 years of infiltration of an alien way of life,” “the godless forces of 
communism,” and “Red Fascists,” to understand that McCarthyism has reigned 
in the FBI headquarters since Hoover became FBI boss 

White’s advocacy of measures to strengthen Soviet-American cooperation, 
according to a New York Times survey of his papers at Princeton (11-14), 
included these specifie activities: 

Repeatedly before World War II White accused the State Department of fail- 
ing to stem Axis aggression. 

Who will deny this now, in view of our policy toward Japan’s seizure of Man 
churia (1981), Mussolini’s invasion of Ethiopia (1934), the Hitler-Mussolini 
intervention in Spain (1936), the Munich conspiracy (1989)? And who will 
deny that had we intervened against the Axis, the world might have been spared 
World War IT? 

White predicted the Axis would attack Britain and France, rather than the 
Soviet Union. Wouldn’t it have been better for everyone if all our Government 
servants had seen this consequence of the building up of German militarism? 
Wouldn't it be better today if they saw it in reference to our current policies 
toward West Germany? 

White fought for economic and moral support of the Chinese Government 
against the Japanese invasion in 1988. Wouldn't that, too, have been better 
than continuing to ship iron and oil to Japan militarism, which later killed 
American boys in the Far East, and wouldn’t a similar policy voday be better 
than the policy of again building up Japan militarism? 

White fought for massive economic and trade relations with the Soviet Union— 
to the tune of a $10 billion postwar credit—so as to enable us to obtain the raw 
materials we need. A brilliant proposal for advancing our national interests 
through the expansion of trade—as even such businessmen as Republic Steel’s 
Ernest Weir and the Chrysler executives are now realizing as the economic 
consequences of our cold-war policies begin to pile up here at home. 

White urged Roosevelt to press Chamberlain to join the Soviet Union in an 
effort to check Hitler. Had that been successfully done, there would have been 
no Munich. 

White called for “real aid” to Latin America and to China—instead of the 
“aid” with political strings attached which the Wall Street bankers required. 
Is this not what a majority of Americans wanted? 

Such is the record of Harry Dexter White—a record of devotion to the 
Rooseveltian ideals. 

White’s major ideas were the concepts of Rooseveltian foreign policy, con- 
cepts based on the people’s progressive alliance which kept Roosevelt in the 
Presidency despite the conspiracy of the America Firsters, the Du Ponts, the 
Rockefellers to replace him with Dewey. 

Today, the Fascist hirelings of the Du Ponts, Rockefellers, and backers of 
the “Liberty League” are having their revenge. And J. Edgar Hoover and 
his MeCarthyite pals, exploiting the well-known fact that all States have intelli- 
genee services, are doing their utmost to link American Communists and former 
New Deal stalwarts with the intelligence services of foreign powers. If they 
are successful in this, no candidate voicing ideas even remotely New Dealish 
could hope for election in 1954 and 1965 [sic]. Indeed, their success in this plot 
might even rule elections in 1954 and 1965 [sic ]. 

Clearly the issue is Roosevelt’s foreign and domestic program versus the 
program of the worst plunderers and betrayers of the American people. Fought 
along these lines, the Brownell-Hoover-McCarthy maneuver can be smashed, 
and the Nation’s attention returned to the real issues of jobs and liberty. 





Mr. Manpen. Then I have a series of documents with a letter from 
the Treasury Department accrediting them. I ask that the letter 
be placed in the record without my reading it. 
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The Cuairman. It may go in the record and become a part of 
the record 

(The letter referred to was marked “Exhibit No, 392.” and is as 
follows:) 


Exureir No. 392 
TREASURY DEPARTMENT, 
Washington, D. C., March 31, 1954. 
Hon. WiiiiaM E. JENNER, 
Chairman, Internal Security Subcommittec, 
United States Senate, Washington, D. C. 

My Dear Mr. CHaArRMAN: In accordance with your letter of March 26, we 
are sending you herewith photostatic copies of the following documents: 

1. Memorandum by White to Morgenthau, Mareh 31, 1939. 

2. Memorandum of September 7, 1944, “Is European Prosperity Dependent on 
German Industry?’ 

3. Memorandum from White to Morgenthau, March 7, 1944, “Proposed United 
States Loan to the U.S. S. R.” 

It is my understanding that the other three documents which you request 
are now the subject of discussion between Mr. Grimes of your staff and Mr. 
H. Chapman Rose. 

Sincerely yours, 
CATHERINE B. Cleary, 
Assistant to the Secretary. 


Mr. Manpet. I will read excerpts from the documents, all of which 
come from the Treasury Department. 

The first is a document dated March 7, 1944. At the foot of the 
document are the following initials: “HDW,” presumably Harry 
Dexter White; “WHT,” presumably William Henry Taylor; “ISF,” 
presumably Irving S. Friedman; “SG,” presumably Sonia Gold. 

We have checked these initials with the Treasury Department, and 
those are the names they give us. Portions of this document read 
as follows: 

Subject: Proposed United States loan to the U. 8. 8. R. 

The following memorandum is in reference to your request that the feasibility 
of the extension of a large credit to the U. S. S. R. in exchange for needed 
strategie raw materials be explored. Your opinien that such an arrangement 
might well be feasible appears to us to be supported by our study of the 


possibilitic 


This is addressed to Secretary Morgenthau, and from Mr. White. 
In regard to his proposed loan to Russia, I read at the end this 
section : 

The proposed financial agreement appears desirable— 
he says— 
because 

1. The United States will obtain access to an important source of strategic 
raw materials which are expected to be in short supply in the United States 
after the war. 

2. The United States will also be assured an important market for its indus- 
trial products since the U. 8. 8. R. represents one of the largest single sources 
of demand in Europe and is ideally suited to supply us with a large and varied 
backlog of orders for both producers’ and consumers’ goods. Such a sustained 
demand could make an important contribution to the maintenance of full employ- 
ment during our transition to a peace economy. 

3. Moreover, the United States will not only be assured a desirable market 
because of the anticipated volume of demand the U. 8. S. R. will exercise, but 
because of its superior repayment potential compared with other foreign buyers 
of American products. 

4. An arrangement of this character would provide a sound basis for con- 
tinued collaboration between the two governments in the postwar period. 





~ 
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The Cuarrman. The entire document will go into the record and 
become a part of the record. 

(The document referred to was marked “Exhibit No. 393 
follows :) 


and is as 


EXxHtIBit No. 393 
Marcu 7, 1944. 
irom: Secretary Morgenthau 
lo: Mr. White. 
Subject: Proposed United States loan to the U. S.S. R. 

Che following memorandum is in response to your request that the feasibility 
of the extension of a large credit to the U. 8S. 8S. R. in exchange for needed 
strategic raw materials be explored. Your opinion that such an arrangement 
might well be feasible appears to us to be supported by our study of the possi 
bilities 

1. Recent confidential reports on our raw, material resources prepared for 
the Under Secretary of Interior disclose an increasing dependence of the United 
States on foreign sources of supply for strategic raw materials because domestic 
reserves have been seriously diminished or virtually depleted. 

2. The following table indicates the extent of United States current reserve 
supplies for some important strategic materials, which can be produced in 
quantity in the U. 8S. S. R., in terms of prewar and current war domestic require- 
ments: 


Reserve domestic supplies 








! 
| : , 
On basis of our On basis of our 
1938 domestie | current con- 
consumption | sumption, 1943 


| Years’ supply | Years’ supply 


Petroleum Scpebeemsdanbel 16 | 13 
Manganese... " aininentiaammntniaie . 9 | 3 
Tungsten os ie ane 23 3 
Zine 17 | 8 
Lead 5 a 7 | 6 
Chrome -- ® @) 

Mercury : 3 2 


1 No record, 

2 Less than 1 year’s supply. 

8. It is evident from the above table that, although our domestic reserves of 
petroleum, tungsten, and zine may suffice to meet consumption requirements for 
the next decade, they will be almost entirely dissipated by the end of that period ; 
in the case of manganese, chrome, mercury, and lead, our reserves are too limited 
to satisfy even probable domestic requirements of the next 10 years. The 
number of strategic materials for which our reserves are very low and which 
can be produced in the U.S. 8. R. is greater than indicated above, and includes 
platinum, vanadium, graphite, and mica. 

4. Although our reserves of strategic materials could be somewhat expanded, 
given an increase in price to make possible further development of marginal 
resources, the necessity of growing United States dependence on foreign sources 
of supply in order to satisfy anticipated postwar industrial requirements and 
to maintain adequate security reserves is inescapable. 


U. 8. S. R. UNTAPPED RAW MATERIALS RESERVOIR 


1. The U. S. S. R. is richly provided with a wide range of strategic raw 
materials, including metals, minerals, timber, and petroleum, but the unequal 
degrees to which these have been developed will limit the number and volume 
that may be available for export in the immediate postwar years. 

2. Rapid economic reconstruction and expanded resource development could 
greatly enhance the export surplus of the U. S. S. R. If provided with develop 
mental facilities the U. S. 8S. R. could sustain large-scale exports of metal and 
metallic ores, petroleum, and timber at an average annual value of at least $500 
million, not including exports of other materials such as furs and semimanu- 
factures, 
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3. It therefore appears that a financial agreement whereby the United States 


would extend a credit of $5 billion to the U. 8S. S. R. for the purchase of indus- 
trial and agricultural products over a 5-year period, to be repaid in full over a 
0-year period, chiefly in the form of raw material exports, would not only be 
dvantageous to the United States, as well as helpful to the U. S. S. R., but would 
be within the limits of feasible trade between the two countries, since the amount 
we would wish to purchase would be in excess of the repayment which the 


U.S. S. R. would be required to make under the proposed loan terms. 
IS THE PROPOSED FINANCIAL AGREEMENT PRACTICAL AND DESIRABLE? 


The proposed financial agreement appears practical because: 

1. The prewar restricted pattern of trade should not be used to define the poten- 
tials of postwar trade between the United States and U. 8. S. R. since both 
economies have been fundamentally restructured by the war. In both the 
United States and the U. S. S. R. the accelerated expansion of productive capacity 
and national output which has been achieved during the last 3 years indicates 
the new and larger dimensions which foreign trade can assume in both economies 
in the postwar period. 

2. The low level of prewar international trade relations were both a symptom 
and a cause of deteriorated economic and political international relations. It is 
realistic to assume that as compared with prewar years a decreasing proportion 
of expanding Soviet resources will be devoted to war industries, thereby creating 
an enlarged export potential through the release of resources. 

3. Since the U. S. S. R. has a completely state-controlled economy, the extent 
and character of its surpluses and deficits (i. e. imports and exports) are largely 
determined by planning decisions covering the allocation of manpower, materials 
and equipment, it will be possible for the United States to influence the Soviet pat- 
tern of anticipated national surpluses and deficits. 

4. If United States trade plans are premised on an expanded volume of trade 
and a correlative increase in United States import requirements, the expansion of 
trade between the United States and U. 8S. S. R. need not necessarily involve a 
reduction in total United States imports from other areas. 

The proposed financial agreement appears desirable because: 

1. The United States will obtain access to an important source of strategic raw 
materials which are expected to be in short supply in the United States after the 
war, 

2. The United States will also be assured an important market for its industrial 
products, since the U. S. S. R. represents one of the largest single sources of de 
mand in Europe and is ideally suited to supply us with a large and varied hackles 

f orders for both producers’ and consumers’ goods. Such a sustained demand 
could make an important contribution to the maintenance of full employment 
during our transition to a peace economy. 

3. Moreover, the United States will not only be assured a desirable market 
because of the anticipated volume of demand the U. 8S. S. R. will exercise, but 
because of its superior repayment potential compared with other foreign buyers 
of American products. 

4. An arrangement of this character would provide a sound basis for continued 
collaboration between the two Governments in the postwar period. 


HDW:WHT:ISF:SG:gp 38/7/44. 
copy: raa 

Mr. Manpez. Next I have a document dated September 7, 1944, 
“Memorandum, Subject: Is European Prosperity Dependent upon 
German Industry?” I will read selected portions of it: 

In the postwar period the expanded industrial capacity of the United Nations, 
particularly the United States, can easily provide the reconstruction and indus- 
trial needs of Europe without German assistance. 

He speaks of the need for German industry being eliminated. 

This document has attached to it the names of White and Glasser 
presumably Harold Glasser. The initials at the end are HDW, pre- 
sumably Harry Dexter White; HG, Harold Glasser; ON, Oscar 
Nathan; HB, Henry Bittermann; and the stenographer’s ; initials, 
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T ask that this be placed in the record. 

The Cuatrman. The entire document will go into the record and 
become a part of the record. 

(The document referred to was marked “Exhibit No. 394” and is as 
follows :) 


Exarpit No. 394 


[Handwritten] White (original document consisted of 4 pages with handwrit- 
ten numbers 1*—4’). 
SEPTEMBER 7, 1944. 


MEMORANDUM 


Subject: Is European prosperity dependent upon German industry? 

1. The assumption sometimes made that Germany is an indispensable source of 
industrial supplies for the rest of Europe is not valid. 

United States, United Kingdom and the French-Luxembourg-Belgian industrial 
group could easily have supplied out of unused industrial capacity practically 
all that Germany supplied to Europe during the prewar period. In the postwar 
period the expanded industrial capacity of the United Nations, particularly the 
United States, can easily provide the reconstruction and industrial needs of 
Europe without German assistance. 

Total German exports to the entire world in 1938 were only about $2 billion, 
of which machinery steel and steel products amounted to about $750 million, 
coal $165 million and chemicals $230 million. 

These amounts are trivial in comparison with the increased industrial potential 
of the United States alone, or of the United Kingdom. One-fifth of our lend- 
lease exports of 1943 would be sufficient to replace the full exports of Germany 
to the whole world. 

2. A claim has been made that Europe is dependent upon Ruhr coal. The 
French-Belgian steel industry and some of the new industrial units which will 
arise in Europe after the war will need imported coal supplies. However, the 
British coal industry which suffered from German competition before the war 
will be able to supply a major part if not all of these needs. Further supplies 
if necessary could be obtained from the United States though at a much higher 
price. The different quality of British coal may require some technological 
changes but the adjustment can be made. 

Germany had a net export of coal of 32 million tons in 1987. The difference 
between the British coal production in a good year and a depressed year was more 
than the total German exports of coal. Moreover, at no time in the last 25 
vears has the British coal industry worked at full capacity. 

3. Germany has been important to the rest of Europe as a market principally 
for surplus agricultural products. In 1987 Germany’s food imports from the 
world were $800 million, of which Europe supplied $450 million. Total German 
purchases of raw materials from Europe in 1987 were about $350 million. The 
loss of the German market will be largely compensated for by the following 
developments: 

(a) If German industry is eliminated, no doubt the bulk of the industrial 
raw materials which Germany used to purchase will now be bought by other 
European nations which will henceforth produce the industrial commodities 
which Germany exported before to Europe. 

(b) The industrialization and the heightened standard of living of the rest 
of Europe will absorb a part of the food surpluses which formerly went to 
Germany. 

(c) Those parts of Germany which will be added to other countries (the 
Rhineland, Silesia, East Prussia) may have as high a volume of food imports 
as before, perhaps higher. 

(d) The remaining parts of Germany will continue to import some food, 
perhaps 25 to 50 percent of former food imports. 

4. Germany was important to the rest of Europe as a market to the following 
extent: 
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Percentage of each country’s exports to Germany 
Percent 
UN Fn ae a inn Svar agg cee et lens seas gp sai de anne jis 4 
France 6 
U.S. 83. R 7 
Be eiu 12 
Norw v 13 
Italy 15 
{ echoslovakia 15 
Netherlands Cae 15 
Dennmirt) 20 
Poland ‘ 24 
Yugoslavia : 38 
( Per aS 
The United Kingdom exported principally coal and textile materials to Ger 


many and the principal French exports were iron ore and wool. The elimina 
tion of German industrial exports will provide adequate markets for these 
exports and more, 

The loss of the German market may be important to the Baikan countries 
Agricultural exports of these countries to Germany were abnormally large in 
1938 because of Germany’s unscrupulous exploitation through clearing agree 
ments and other devices. These countries will find markets for part of their 
food surplus through industrialization and a higher standard of living within 
their own country. German areas will continue to import some food from them 
However, there may be a net loss of markets to Denmark, Holland, Yugoslavia, 
and Greece, and these countries will need to make an adjustment in their econo- 
mies which should not be difficult in the period of greater adjustments which 
will come with liberation. 

5. Under a program of imposing recurrent reparations payments on Germany, 
which would be the alternative to partition and reduction of her industry, the 
markets in which European nations can sell their surplus agricultural and indus- 
trial raw materials will be no greater than under the other program. 

The reparations program would, moreover, considerably reduce export market 
possibilities both in Europe and the rest of the world for the industries of the 
United Nations. 

6. In short, the statement that a healthy European economy is dependent upon 
German industry was never true, nor will it be true in the future. Therefore 
the treatment to be accorded to Germany should be decided upon without refer- 
ence to the economic consequences upon the rest of Europe. At the worst, these 
economic consequences will involve relatively minor economic disadvantages in 
certain sections of Europe. At best, they will speed up the industrial develop- 
ment of Europe outside of Germany. But any disadvantages will be more than 
offset by real gains to the political objectives and the economic interests of the 
United Nations as a whole. 

HDW :HG:ON:HB:gp 9/7/44 

9/8/44—Or. and copies to Mr. White. 

1 copy to Mr. Pehle. 
CC to Mr. DuBois. 

ce filed: White; Germany—Postwar Treatment. 

er. ref.: Glasser; Bittermann; Nathan. 


Mr. Manpet. The next is a document dated March 31, 1939, ad- 
dressed to Secretary Morgenthau from Mr. White, which carries the 
initials H. D. W., presumably Harry Dexter White, and H. G., pre- 
sumably Harold Glasser. I will read excerpts from this document : 


In our opinion events of the past few months give clear indication that the 
aggressor nations plan to get their future gains, not out of Russia, but out of 
the British and French Empires. * * * 

We must force the issue of real aid to Latin America. 

* * * * * * * 

The time is now opportune for an arrangement with Russia which would 
accomplish four things: 

(a) Be an important factor in helping recovery in the United States. 

(6b) Make substantial contributions to the solution of our surplus-cotton 
problem. 
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(c) Settle the outstanding debts between Russia and the United States and 
clear the decks for future economie collaboration between the two most powerful 
countries in the world, which, irrespective of their political differences, consti- 
tute, for the present, at least, the core of resistance against the aggressor 
nations. 

(d) Bring pressure to bear against the Chamberlain government to seek closer 
military collaboration with Russia in stopping German aggression. 


The Cuarrman. The entire document will go into the record and 
become a part of the record. 

(The memorandum referred to was marked “Exhibit No. 395,” and 
is as follows:) 

Exuisit No, 395 
Makrce# 31, 1939. 
To: Secretary Morgenthau. 
From: Mr. White. 

1. In our opinion events of the past few months give clear indication that the 
aggressor nations plan to get their future gains, not out of Russia, but out of 
the British and French Empires. We will not have long to wait before the 
aggressor nations will actually proceed along this path. 

2. Your letter to the President of October 17, 1938, is proved by recent events 
to have been 100-percent accurate in its prophecies and analyses. (I am attach- 
ing a copy for your convenience.) That was 6 months ago. Since then the 
ageressor nations have greatly improved their position and strengthened their 
chances for dominating the world. 

3. The need for an aggressive, bold policy on our part is greater than ever. 
There is nobody on the horizon who can or will successfully push that program 
unless you and the President do so. 

Our international policy should move along three fronts at this time: 

1. We must force the issue of real aid to Latin America. 

Our progress in bringing Latin America into the United States orbit has 
yielded negligible results in the past 6 months. On the other hand, with 
Franco’s victory in Spain, the strength of the aggressor nations in Latin America 
has greatly increased. 

Looking at the picture as a whole it seems to us that the State Department is 
following its traditional policy and apparently is not interested in energetically 
pushing a program of assistance to Latin American countries on a scale appro- 
priate to the problem with which we are faced. Unless this policy changes, 
Latin America will gradually succumb to the organized economic and ideological 
campaign now being waged by aggressor nations. 

I am convinced that if the Latin American program is left in the control of 
the State Department nothing substantial will come of it, despite a great deal 
of fireworks. I believe that you should make one more attempt to convince 
the President of this fact. If results commensurate with the problem are to 
be attained, that portion of the program dealing with the rendering of any 
economie aid should be unqualifiedly under your leadership. 

2. We must render further substantial aid to China. 

The time is ripe to propose to Congress the extension of a $100 million 10- 
year credit to be used by China for the purchase of whatever American prod- 
ucts she wishes. China is the only country that is now resisting the aggressor 
nations and China’s fight is being carried out on such a large scale that there 
is a very good chance that China can seriously weaken, if not neutralize, one 
important nation in the aggressor bloc, 

With England and France very much on the defensive, it becomes more im- 
portant than ever that we support China. 

A loan at this time would mean much to China’s stiffened resistance and 
would offset the effects of the administration’s neutrality legislation, which 
by its terms would in fact prevent China from buying any materials from the 
United States. 

3. The time is now opportune for an arrangement with Russia which would 
accomplish four things: 

(a) Be an important factor in helping recovery in the United States. 

(b) Make substantial contributions to the solution of our surplus-cotton 
problem. 

(c) Settle the outstanding debts between Russia and the United States and 
clear the decks for future economic collaboration between the two most power- 
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ful countries in the world, which, irrespective of their political differences, 
constitute, for the present at least, the core of resistance against the aggressor 
nations 


(7d) Bring pressure to bear against the Chamberlain government to seek 
closer military collaboration with Russia in stopping German aggression. 
The proposal in its bare outlines is as follows: 


(a) Negotiate for a settlement of the intergovernmental and private debts. 
It is our opinion that a settlement can be reached agreeable to Russia at this 
time which would involve payments amounting to $15 or $20 million a year 
by Russia 

f 


(b) The extension of a $250 million credit to Russia to be used exclusively for 
the following purposes and under the following conditions: 

(1) $150 million to be expended within the next 2 years on products made 
chiefly of cotton, which are processed in the United States. This should ab 
sorb from 1 to 2 million bales of our surplus stocks. 

(2) $50 million to be expended in the United States on machinery. 


(3) $25 million to be expended on goods consisting chiefly of leather. 

(4) $25 million to be expended on miscellaneous manufactured items. 

(5) All imports to be shipped only on United States or Russian boats. 

(6) Russia to agree not to reexport any of the material she purchases in 
the United States and not to export any raw cotton or textiles in excess of 
the value of exports of the 3 preceding years. 

Terms of the loan: 10-year loan, amortized monthly at the rate of 10 per- 
cent a year and interest payments quarterly at 8 percent a year, and the dif- 
ference between the cost to the Government of borrowing and the 8 percent to 
be applied toward the settlement of their public and private debt to the United 
States, 

(It may be worth considering that both the Russian loan and the Chinese loan, 
as well as the Latin American loans, may be all financed by special Govern 
ment guaranteed serial notes and hence not appear in the budget, or out of 
silver seigniorage at no cost. The latter might add support of the silver bloc 
and maybe even Borah.) 

[The above paragraph is preceded by the handwritten characters —a] 

The effects of such a loan on (a) the current business situation and (0b) the 
international political situation, would be startling. 

(a) The cotton textile industry in the United States would have the biggest 
boom that it has experienced in many years. (The New England and South 
eastern States would benefit very substantially and their Representatives in 
Congress would be keenly aware of such benefits. ) 

(b) We would sell 1 to 2 millicn bales of cotton, which, I believe, is more 
eotton than the export subsidy scheme will dispose of. Moreover, the sale to 
Russia will not depress the price of the other cotton we sell, nor will it supply 
cotton at low prices to the aggressor nations, nor will it injure Brazil as will 
other plans for increasing cotton exports. Russia is probably the only market 
in the world where we can sell cotton goods without interfering with world 
markets. Russia has an adequate supply of raw cotton but has inadequate 
means for processing that cotton. 

Likewise, machine goods and leather industries would benefit which would 
give some added legislative support from the cattle States and industrial States. 

Such action will be notice to Germany that we intend to provide substantial 
economic support to the enemies of aggression 

Japan will be more hesitant to join Germany and Italy in their plans of ag- 
gression. 

The people of Great Britain will be profoundly influenced by such action and 
it will be much more difficult for Chamberlain to avoid taking similar steps 
just as it was difficult for England to avoid coming to Chinese economic aid after 
we took the first step. In this connection, England already has a trade com- 
mission in Russia and such action on our part will make a success of their 
negotiations easier. 

3/31/39— Original sent to Secretary in 4 o’clock pouch. 

HDW:HG:Irs_ 3/31/39 

Mr. Manpveu. Finally, I have a letter from the Secretary of the 
Treasury which is undated. I understand that this was written on or 
about January 1. There was another draft, and it is addressed to the 
President. 
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My Dear Mr. Prestpent: During the last year I have discussed several times 
with Mr. Harriman a plan which we in the Treasury have been formulating for 
comprehensive aid to Russia during her reconstruction period. We are not 
thinking of more lend lease or any form of relief but rather of an arrangement 
that will have definite and long-range benefits to the United States. 

Ambassador Harriman has expressed great interest and would like to see the 
plan advanced I understand from him that the Russians are reluctant to 
take the initiative, but would welcome our presenting a constructive program. 

You will recall that at Quebee Mr. Churchill showed every evidence that his 
greatest worry was the period immediately following V-E Day. We have now 
worked out the phase 2 lend-lease program with the British after 2 months’ very 
hard work. 

I am convinced that if we came forward now and presented to the Russians 
a concrete plan to aid them in the reconstruction period, it would contribute a 
great deal toward ironing out many of the difficulties we have been having with 
respect to their problems and policies. 

I hope that you will give me an opportunity to present to you the work which 
we have been doing here in the Treasury over a period of a year on this subject. 

I am furnishing Mr. Stettinius with a copy of this letter for his consideration. 

The CuairmMan. That is signed by whom ? 

Mr. Manper. From the Secretary of the Treasury’s office. It is 
not signed. It is a copy. It is undated. There was another draft 
later which was forwarded. 

The CnHatrMan. It may go into the record. 

Mr. Manpvet. The date is about January 1, 1945. 

(The letter referred to was marked “Exhibit No. 396” and was read 
in full by Mr. Mandel.) 

Mr. Manpvet. Finally, I want to read what the committee has said 
on different occasions In its reports in reference to the individuals I 
have mentioned thus far: 

In our report on Interlocking Subversion in Government, we quote 
the testimony of Miss Bentley, Elizabeth Bentley. The testimony 
reads as follows: 

Senator Freracuson. What were your avenues for placing people in strategic 
positions? 

Miss BENTLEY. I would say that two of our best ones were Harry Dexter White 
and Lauchlin Currie. They had an immense amount of influence and knew peo- 
ple, and their word was accepted when they recommended someone. 


(Juoting Miss Bentley again: 

In 1944, I took a group of people I called the Perlo group. One of the mem- 
bers of this group was a Mr. Harold Glasser in the Treasury. In the process 
of checking everyone’s past, I found that Mr. Glasser had at one time been 
pulled out of that particular group and had been turned over to a person whom 
both Mr. Perlo and Charles Kramer refused to tell me who it was, except that 
he was working for the Russians (IPR hearings, pp. 441-442). 

Then on Frank Coe our report said: 

The Berle memorandum of 1989 contains the names of Frank Coe and his 
brother, Charles Coe. In 1948, Miss Bentley publicly brought forth in testimony 
that Frank Coe was a member of her espionage ring (U. N., pp. 227-256). 

The Cuatrman. Is that the Virginius Frank Coe referred to in the 
documents you have read ¢ 

Mr. Manpet. Yes. The report continued: 


Miss Bentley testified that Lauchlin Currie was a full-fledged member of the 
Silvermaster group who was used not only to bail out other members when they 
were in trouble, but also to steal White House secrets for the Soviets. Most of 
these secrets, she said, were related to America’s Far Eastern affairs. Currie 
was President Roosevelt’s adviser on these matters, having served as the Presi- 
dent’s personal emissary to Generalissimo Chiang Kai-shek. On one occasion, 
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according to Miss Bentley, Currie sent word through George Silverman and 
Harry Dexter White that the United States was about to break a Soviet code.’ 


May I ask that the rest of these excerpts be put into the record, deal- 
Ing with the individuals mentioned in those documents. 

The Cuarmman. They will go into the record and become a part 
the record. 

(The material follows :) 


Whittaker Chambers involved both Kaplan and We me 1ub as Communists. He 
said that Kaplan gave him, Chambers, a job with the National Research Project 
of WPA in the 1930's as a service to the Communist conspit ‘acy (IPR, p. 4756). 

Elizabeth Bentley testified that Kaplan was one of the espionage ring who gave 
her stolen Government secrets in the 1940's. 

* * a a a * 

Kaplan used the names of Currie and Silverman again, 2 years later, when he 
sought a job with Foreign Economic Administration. He got the job.” He used 
the same names, with the same success, in an application to the Treasury in 1945. 

When Kaplan went to the Treasury in June 1945, it was Frank Coe who ap- 
pointed him.” Coe’s name was on the Berle notes and he was identified by Bentley 
as a Communist. He invoked the fifth amendment before us last December 1, 
1952 (p. 227ff—U. N. hearings). 


+ * * * : * % 


Harry Dexter White, Frank Coe, Harold Glasser, Victor Perio, Irving Kaplan, 
Sol Adler, Abraham George Silverman and William Ludwig Ullmann were em- 
ployees of the Treasury Department during part or all of the period studied by 
the subcommittee 

All these persons were named by both Miss Bentley and Chambers as partici- 
pants in the Communist conspiracy. Perlo was identified also by Nathaniel 
Weyl. The names of Perlo, Adler, Silverman, and Ullmann turn up in the Nixon 
Memorandum of 1945. Several of those named were listed in the telephone finder 
of Nathan Gregory Silvermaster, identified by Miss Bentley in 1948 as the most 
important person she dealt with in the Government underground.® 


Mr. Manpen. On the point you mentioned about foreign affairs, I 
would like to read that letter to which you referred. It is dated 
December 15, 1941, from the Secretary of the Treasury: 


On and after this date, Mr. Harry D. White, Assistant to the Treasury, will 
assume full responsibility for all matters with which the Treasury Department 
has to deal having a bearing on foreign relations. Mr. White will act as liaison 
between the Treasury Department and the State Department, will serve in the 
capacity of adviser to the Secretary on all Treasury foreign affairs matters, and 
will assume responsibility for the management and operation of the stabilization 
fund without change in existing procedures. Mr. White will report directly to 
the Secretary. 

The Cuarrman. Who is that signed by ? 

Mr. MAnpet. Signed by Secretary of the Treasury Morgenthau. 

L ask the at the remaining exc i be placed in the record. 

The Cuarman. They will g 1 the record and become a part of 
the record. 

(The excerpts referred to follow :) 

The pe os ‘nt paragraph from a Treasury document memorandum dated 
F ebrus ry 25, 1943, and sent to White by Secretary Morgenthau: 

“Effective this date, I would like you to take supervision over and assume full 
responsibility for Treasury's participation in all economic and financial matters 
(except matters pertaining to depository facilities, transfers of funds, and war 
expenditures) in connection with the operations of the Army and Navy and the 
Civilian affairs in the foreign areas in which our Armed Forces are operating or 


*IPR hearings, p. 243. 

®* Hearings on Interlocking Subversion in Government Departments, pt. 14, p. 968. 
‘ Ibid., p. 976 

5 Report on Interlocking Subversion in Government Departments, p. 29. 
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are likely to operate. This will, of course, include general liaison with the State 
Department, Army and Navy, and other departments or agencies and representa- 
tives of foreign governments on these matters.” ° 

* * * * * * * 


A compilation of the interdepartmental and international bodies on which 
Assistant Secretary White was the official Treasury representative: 


The ee Lend-Lease Committee 

The Canadian-American Joint Economic Committee 

The Executive Committee on Commercial Policy 

The Executive Committee and Board of Trustees of the Export-Import Bank 

The ee ntal Committee on Inter-American Affairs 

The National Resources Committee 

The Price Administration Committee 

The Committee on Foreign Commerce Regulations 

The Interdepartmental eens on Post-War Economie Problems 

The Committee on Trade Agreements 

The National Munitions Control Board 

The Acheson Committee on International Relief 

The Board of Economic Warfare 

The Executive Committee on Economic Foreign Policy 

The Liberated Areas Committee 

The O. 8S. 8S. Advisory Committee 

The U. S. Commercial Corporation 

The Interdepartmental Committee on Planning for Coordinating the Economic 
Activities of United States Civilian Agencies in Liberated Areas‘ 


White was also chief architect of the International Monetary Fund® as well 
as its first United States executive director. 


The CuHarrman. I want to thank you, Mr. Mitchell, for appearing 
here and giving us your assistance in this most important subject. 

At this time the committee will stand in recess. 

(Whereupon, at 11:20 a. m., the hearing was recessed.) 


Exuisit No. 397 
Aprit 6, 1954. 
Hon. WILLIAM E. JENNER, 
United States Senate, Washington 25, D. C. 


Dear Mr. CHAIRMAN: For the record, in connection with my testimony before 
the Subcommittee on Internal Security, I enclose a document which shows that 
I was appointed a special consultant to the Secretary of the Treasury on Jan- 
uary 20, 22, and 23, 1940, in connection with the work I described, preparing 
speeches for the Secretary. 

In answer to questions, I see no objection to confirming that when I was 
Washington correspondent for the New Republic, between 1935 and 1941, I 
wrote under the initials “TRB.” 

Sincerely, 
JONATHAN MITCHELL, 

Enclosure. 





Exuisir No. 398 
TREASURY DEPARTMENT, 
Washington, February 5, 1940. 
Mr. JONATHAN MITCHELL, 
Croton-on-Hudson, N. Y. 

Dear Mr. MitcHe.i: There is enclosed check in the amount of $66.66 to reim- 
burse you for services rendered the Treasury Department on January 20, 22, 
and 23, 1940, together with letter of appointment covering this period of 
employment. 

Very truly yours, 
W. N. THOMPSON, 
Administrative Assistant to the Secretary. 





® Pt. 14, hearings on Interlocking Subversion in Government Departments, p. 953. 


7 Ibid., p. 955. 
8 Post War Foreign Policy Preparation, a State Department publication, p. 142, 
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‘HiBIr No. 400 


TREASURY DEPARTMENT, 
Washington, January 18, 1940. 
Mr. JONATHAN MITCHELL, 
Croton-on-Hi 
lting expert in the Office of the Secre- 
per diem, payable from the ap- 


3 days, January 20, 22, and 23, 


Str: You are hereby app ed a consu 
at tl rate of $2: 


2 99 
i, 


th compensat 


tary, 
propriation, stabilization Func 
1940 

Very 
D. W. BELL, 


Acting Secretary of the Treasury. 





